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What Makes the Market? 


Article II. 


Influence of Gold Production on Stock Prices 


By G. C. Selden. 


NOTHER fundamental factor 
A which needs to be considered, be- 
fore coming to those which may 
be supposed to have a more di- 
rect and immediate influence on the 
stock market, is the influence of gold 
production on prices. The big increase 
in gold production singe 1890, accom- 
panied since 1897 by continually ad- 
vancing prices for commodifies, has 
caused a general discussion of this sub- 
ject and during the present year a wide 
popular interest in it has been aroused. 

It is generally agreed that the in- 
creased production of gold is at least one 
of the important causes of the recent 
rise of prices. True, there are still left 
a few kickers who refuse to admit this, 
but the consensus of opinion is so gen- 
eral that these may reasonably be ig- 
nored. 

In several articles, I have discussed 
‘the theory of gold production and prices. 
Gold is the universal yard-stick for 
measuring-prices, but it is itself a com- 
modity and its price is regulated by sup- 


ply and demand and influenced by cost 
of production. If, owing to reduced cost 
of production or discovery of new mines, 
the supply of gold is greatly increased 
while the demand for it does not in- 
crease correspondingly, then gold be- 
comes cheaper—less labor and expense 
are required to produce it. The yard- 
stick, formerly three feet in length, 
shrinks to two and one-half feet, and a 
piece of cloth fifteen feet long, which 
formerly measured five yards, now 
measures six by the new yard-stick. So 
when the dollar shrinks one-sixth, an 
article formerly worth $5.00 is now 
worth $6.00. Personally, I do not see 
how anything could be clearer than this, 
and it is a mystery to me why some still 
refuse to accept the idea, in spite of the 
recent evidence in favor of it afforded 
by the movement of prices since 1897. 
A chart herewith* shows the relation 
between gold production and commodity 
prices from the earliest reliable statistics 


*From “Gold Production and Future Prices.” 


Bankers Pub. Co. 
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obtainable on American conditions. Falk- 
ner’s Index Number is used from 1849 
to 1889 andsDun’s from that date on- 
ward, as there is no continuous index 
number for the United States throughout 
the whole period. This makes no im- 
portant difference for the purposes of 
this article. 


GOLD PRODUCTION NOT THE ONLY CAUSE. 


The first glance at this chart shows 
that gold production is far from being 
the only cause of great price changes. 
The panic of 1857 and the general fear, 


over. Beginning about 1875, however, a 
new force made its appearance in the 
rapid spread of the use of machinery in 
the production of all kinds of goods. 
Probably the most important influence 
was the application of machinery to ag- 
riculture on our Western prairies, which 
for twenty years flooded the world with 
such a supply of cheap food as had never 
been known before. In every depart- 
ment of manufacture, however, machin- 
ery was during these years reducing the 
cost of production to previously un- 
dreamed-of figures. 


Gold Production and Prices Since 1849. 


stagnation and hoarding of gold at the 
beginning of the Civil War, forced prices 
downward, although gold production 
was fairly well maintained. 

Then from 1862 to 1866 the vast ex- 
penditures of the Government in the 
prosecution of the war, big issues of 
paper money and wild speculation caused 
a violent upward movement in prices 
which was entirely unrelated to gold 
production. 

The long decline from 1866 to 1896 
was at first merely a return to the nat- 
ural basis of prices after the war was 


Gold production during this period 
was nearly stationary but both popula- 
tion and the production of commodities 
were increasing by tremendous strides. 
The supply of gold was, therefore, 
much smaller in proportion to the busi- 
ness to be done with it—a condition 
nearly equivalent, so far as prices are 
concerned, to stationary business and 
falling gold production. Lower prices 
were the necessary result. The panic 
of 1893 and the free silver campaign of 
1896 caused business stagnation and 
some hoarding of gold, thereby resulting 




















in a final dip in commodity prices to the 
lowest level shown on the chart. From 
that point onward gold production and 
prices moved together. 

Taking a general view of the chart, 
we find that there were three periods of 
gold production: (1) 1849-1853, a rapid 
increase; (2) 1853-1890, gold produc- 
tion maintained at a fairly even level; 
and (3) 1890 to date, another great in- 
crease. In the first period, commodity 
prices continued upward for about five 
years after the increase in gold produc- 
tion had ceased. In the third period, 
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It is not surprising to find that the ef- 
fect of gold production on prices is not 
immediate. This is one of those great 
underlying factors which work like the 
tide, slowly but irresistibly. Wide 
fluctuations may take place from other 
causes, but the rising tide of gold bears 
them all upon its surface and lifts them 
bodily to a higher level. 


COMPARISON OF STOCK PRICES AND COM- 
MODITY PRICES. 


It is logical to compare gold with 
commodity prices, as that is where the 


een isos Mie 


*First 9 mos. only. 


Relative Movement of Stock and Commodity Prices, 1892-1910. 


commodity prices did not begin to ad- 
vance until about five years after gold 
production showed an important in- 
crease. In the intermediate period, from 
1857 to 1897, gold production remained 
nearly stationary and prices were influ- 
enced by other causes. 





effect of increased gold is most direct. 
Next, what is the position of stock 
prices? 

The diagram herewith, shows the 
course of Bradstreet’s Index of com- 
modity prices during the nineteen years 
it has been compiled, with the high and 
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low of ten leading stocks (Babson’s 
List) for each year. It is evident that 
the movements of stock and commodity 
prices correspond in a general way. 
When the advance started in 1897, com- 
modity prices felt the first force of the 
movement more strongly than stock 
prices. This is natural, as many com- 
panies had deficits and floating debts to 
clear up and nearly all felt the necessity 
of accumulating a surplus before raising 
dividends on their stocks. 

Once the advance was well started, 
however, stock prices began to run away 
from commodity prices. Fixed charges 
remained practically stationary and the 
increased profits continued to pile up for 
the benefit of stocks. Active speculation 
was also in part responsible for the vio- 
lent rise in stock prices in 1901-2, and the 
normal reaction appeared in 1903-4. 

In 1907, stock prices fell while com- 
modity prices rose. The pinch of high 
money rates and overextended loans 
was naturally felt first in the security 
markets, which are always mobile and 
highly sensitive to money conditions. 
The extreme decline in the stock mar- 
ket was largely due to the reckless mil- 
lionaire speculation of 1905-6. 


THE INFLUENCE OF CREDIT. 


In this connection it is important to 
consider the effect of gold production 
on credit, as practically all speculation is 
conducted on credit in one form or an- 
other. 

The mere fact that more gold is being 
mined, does not necessarily mean that the 
money circulation of the country will 
immediately be increased. If general 
business is stagnant and confidence at 
a low ebb, the gold will pile up in bank 
or government vaults where its effect in 
stimulating business is not immediate. 
Low money rates result, because of the 
plethora of bank reserves. Then, in the 
absence of other restricting causes, easy 
credit gradually leads to the expansion 
of existing enterprises and the starting 
of new ones. The large bank reserves 
are used as the basis for enlarged cred- 
its and an improvement in general busi- 
ness results as soon as other conditions 
become favorable. 

But uncertainty as to the maintenance 
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of a uniform money standard (as in 1893 
and 1896), or the depression resulting 
from a prolonged decline in prices (as 
in 1897), or political uncertainties (as, 
to some extent, in 1907-8), may prevent 
the increased supply of gold from going 
into immediate circulation because of 
the unwillingness of capitalists to em- 
bark upon new enterprises involving 
large expenditures. 

Likewise, a decrease in the supply of 
gold might be temporarily over-balanced 
by an aggressive spirit of confidence 
among business men and a correspond- 
ing inflation of credit. The sudden rise 
in prices from 1879 to 1882 was partly 
of this character. 


A SIDE LIGHT ON THE TRADE CYCLE. 


The chart comparing Bradstreet’s In- 
dex with stock prices, shows very clear- 
ly that there was in 1907-8 no general 
liquidation in commodity prices, as in 
1873-8, or 1893-7. This is the principal 
reason for the opinion previously ex- 
pressed that the cycle beginning with 
1894 is not yet completed. There is a 
marked difference between a financial 
panic, such as 1890, 1903, or 1907, and 
a ‘general commercial crisis such as 
1873 or 1893. It seems to me that the 
panic of 1907 will eventually be found 
to occupy somewhat the same place in 
the cycle beginning 1894 as the crash of 
1890 occupied in the cycle of 1874-1893. 
It was more acute because preceded by 
a much greater activity of speculation— 
and this speculation in turn was partly 
a result of increased gold production 
which, accumulating in bank reserves. 
permitted a liberal expansion of credit. 
Hence a longer time must be allowed for 
complete recovery than was required in 
1890. 
The question is often asked whether 
the increase in gold production will 
lengthen the present cycle. Any answer 
must be tentative, but I am coming to 
believe that it will not. As Byron Holt 
says, prices, within a few years, “take 
up’ all the slack” allowed them by the 
increase in gold, and press upon the 
limit of money supply just as closely as 
ever. Therefore, why should any more 
time be required to complete the cycle? 








The Future of St. Paul 


How the Puget Sound Extension Will Affect the Earnings of the 
C. M. & St. P. Ry. 


Sound extension has complicated 

the accounts of the St. Paul road 

proper so much that statisticians 
have had difficulty in deciding just how 
the earnings should be figured. The an- 
nual report for the fiscal year ending 
June 30, 1910, shows apparent earnings 
of 9.1 per cent. on the common stock, 
or a surplus of $2,450,000 over the re- 
quirements for the 
7 per cent. dividend. 
On the other hand. 
one prominent 
financial writer 
states that the fig- 
ures of the annual 
report really show 
that the common 
fell over $5,000,000 
short of earning the 
7 per cent. dividend, 
while other esti- 
mates range at vari- 
our figures between 
the above extremes. 

These differ- 
ent opinions are 
due to the relations 
between the parent 
company and _ the 
Puget Sound road. 
The Chicago, Mil- 
waukee & St. Paul 
Ry. Co. has built 
the Chicago, Mil- 
waukee & Puget 
Sound at its own expense. It has ob- 
tained the money by issuing preferred 
and common stock and bonds. It has 
then turned this capital over to the Puget 
Sound and taken in exchange the entire 
amount of the bonds and stock of the 
latter company. 

The Puget Sound road is not yet in 
full operation. The following branch lines 
were or will be completed about the dates 
given, according to the annual report: 


T's building of the St. Paul Puget 





A. J. EARLING 
President St. Paul Ry. 


Mileage. Date. 

Moreau Line 58 May 31, IglI0 
Cheyenne Line 106 Nov. 1, 1910 
Cannon Ball Line 134 Oct. 1, 1910 
St. Maries Line 72 June 30, 1910 
Coeur d’Alene Line 26 Dec. 15, I910 
Warden Line 47 Sept. 30, 1910 
Everett Line 58 April 1, 1911 
Enumclaw Line 13 Sept. 30, 1910 
Gray’s Harbor Line 81 Dec. 1, 1910 

These branches 


are, naturally, in the 
part of the Puget 
Sound’s terri- 
tory which will be 
most productive of 
traffic and they will 
be important feed- 
ers for the main 
line. Moreover, the 
main line itself had 
been in regular op- 
eration only eleven 
months on June 
30th, and it is mani- 
festly impossible to 
judge its earning 
power by the results 
obtained during that 
first eleven months. 
Even during this 
preliminary period, 
however, it has 
earned interest on 
its bonds and about 
2.5 per cent. on its 
$100,000,000 stock, 
which is in the St. Paul treasury. 

There is, therefore, a certain injustice 
in crediting the St. Paul with merely 
the interest on the Puget Sound bonds 
and disregarding the earnings of the 
stock. Presumably it is with this in 
mind that the St. Paul annual report 
pads its income account with several 
items which would not naturally appear 
there. 

It credits itself with $2,000,000 interest 
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on Puget Sound bonds which was earned 
during the year 1909 and with $375,000 
of 1909 dividends on Milwaukee Land 
stock, also with a charge against the 
Puget Sound for the use of the St. 
Paul’s equipment plant, of which about 
$2,000,000 apparently accrued previous 
to the last fiscal year. 

The inclusion of these credits has 
aroused criticism, yet if the reasons for 
including them had been fully explained, 
it does not appear that there would have 
been any real grounds for citicism; for 
if the earnings on the Puget Sound stock 
are included in St. Paul’s income, a 
greater per cent. on St. Paul’s common 
stock is shown than is required for the 
regular 7 per cent. dividend. 

The two tables given herewith sum- 
marize the situation. The ,first shows 
the actual income of the St. Paul road 
during the last fiscal year, which, with 
the elimination of the extra credits above 
mentioned, would equal 5.34 per cent. 
on the common stock, (Incidentally, 
Tue Ticker’s September “Bargain In- 
dicator,” issued before the annual report 
came out, made this figure 5.9—not.a bad 
approximation, considering all the com- 
plications involved.) The second shows 
the earnings of St. Paul common, includ- 
ing Puget Sound and Tacoma Eastern 
earnings—all the securities of both those 
roads being owned by the parent com- 


pany. 


THE FUTURE OF THE PACIFIC COAST EX- 
TENSION. 

Can the St. Paul, with the aid of its 
new line through to the Pacific Coast, 
reaching deep water at botli Seattle and 
Gray’s Harbor, and with branches in the 
mining, lumber and farming districts of 
Montana, Idaho and Washington, dupli- 
cate the recent record of Northern Pa- 
cific, which runs nearly parallel to the 
Puget Sound line? While the minute 
examination of traffic statistics is, as a 
rule, less satisfactory in estimating values 
than a broader survey of the field, these 
two roads are so similarly situated that 
such a method is legitimate and useful. 
The table herewith presents figures for 
the comparison. 

The most noticeable feature of this 
comparison is that the Puget Sound’s 
gross earnings per mile of road were 
practically equal to the St. Paul’s, in 
spite of the former’s unfinished condi- 
tion ; and of the $7,506 earned per mile, 
only $825 came from passenger and mis- 
cellaneous revenues, or about I1 per 
cent., against 31 per cent. for the St. 
Paul. The Puget Sound's passenger 
business is as yet almost entirely unde- 
veloped, revenue per passenger train mile 
being only 86 cents. 

Freight revenues on the Puget Sound 
were decidedly better than on the St. 
Paul—$3.36 per train mile, against $2.32 
for the St. Paul and $3.14 for the North- 


St. Paul’s Income, Fiscal Year 1910 


Net income after charges, annual report 
Previous interest on Puget Sound bonds 


- dividends on Milwaukee land stock 


$18,681,783 


™ expense charged Puget Sound for use of equipment plant, 


Actual 1910 income 
Dividends on preferred stock 


Balance for common 
Per cent. on common 


Balance for St. Paul common 


Earned on Puget Sound stock (yearly rate) 


“ Tacoma Eastern stoc 


Per cent. on St. Paul common 


4,375,000 


8,115,233 























ern Pacific. The smaller train load on 
the Puget Sound as compared with the 
Northern Pacific was overcome by the 
higher rate per ton mile—1.046 cents, 
against .895 cents—and the !onger aver- 
age haul—5g5 miles against 313. This 
long average haul shows plainly enough 
the absence of local traffic, a condition 
naturally to be expected on a road just 
opened through undeveloped territory. 

The St. Paul proper is unable to equal 
the phenomenal showing of Northern 
Pacific because it operates in a territory 
where competition is greater, rates are 
lower, and the proportion of local traffic 
is much larger and the average haul, 
therefore, shorter. The figures given, 
however, seem to show quite plainly that 
the Puget Sound extension can equal 
the record of the Northern Pacific when 
its territory is developed. 

At present the Northern Pacific has 
the advantage of numerous branch line 
feeders in the mining sections and in the 
farming and lumber districts of Wash- 
ington. Montana and Idaho will never 
become great farming states, though the 
possibilities of stock raising and irriga- 
tion there are considerable. Washington, 


Comparison of Traffic Statistics, Puget Sound Extension, St. Paul Ry. and 
Northern Pacific Ry. 
Puget Sound, St. Paul, St. Paul, Nor Pac., 
1910 1910 1909 1909 
NR ss shina « cepeducine secauvdedess 1434 7,512 7,512 5,671 
ee ha $7,506* $8,632 $7,973 $12,004 
Re ee? 1.046c. 843¢. 838. 895c. 
Rev. per train-mile, frt...............: $3.36 $2.32 $2.29 $3.14 
Eee Pee ee 321 275 273 434 
GA Se BR ioe ois 6 can dedupsecee a 16.5 15.2 14.6 18.2 
pT eee 505 173 183 313 
EE Teds ceesinewidaeses keds 22% 27% 28% 21 
iouceteseuas $0.86 $1.02 $0.92 $1.68 


Rev. per train-mile (psgr) 


* 11 months only. 
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however, is an agricultural empire in it- 
self, and its tremendous resources have 
as yet scarcely been scratched. 

A curious feature is the decline in the 
average haul on the St. Paul from 183 
miles in 1909 to 173 miles in 1910. In 
the absence of more complete statistics 
the reasons for this can only be guessed 
at. 

In the last five years stockholders of 
Northern Pacific have received $35 per 
share in regular dividends, an extra divi- 
dend of $11.26, and rights »mounting to 
about $20—a total of $66.26, or 13% 
per cent. annually. Northern Pacific’s 
total capitalization per mile is about $96,- 
000, while the Puget Sound, on its pres- 
ent mileage of 1,434, is capitalized at 
about $155,000 per mile. Returns on 
the latter’s stock are, therefore, not likely 
to show as large a per cent. as on North- 
ern Pacific, but there can be no doubt 
that the St. Paul will obtain excellent 
results from its big investment in the 
Pacific Coast extension. The period of 
greatest strain has been successfully 
passed and satisfactory returns are al- 
ready coming in. 





“Stadies in Stock Speculation 


By ROLLO TAPE 
Author of “Studies in Tape Reading,” 
XIII.—More About Stop Order Methods 


NY number of methods can be 

based on the principle that when 

a stock “breaks through” either 

up or down into new territory it 

is a purchase or a sale, providing stop 
orders are used to limit losses. 

In working out any plan the most im- 
portant point is to study your losses. 
When a series of losses occurs requiring 
capital out of proportion to the profits, 
study out the cause of these losses and 
see how the worst of them can be avoid- 
ed. Frame up a tentative rule which 
will overcome the most severe losses, 
then test your plan out, using this rule 
to see whether it will increase or de- 
crease your profits and losses over the 
whole test period. Aim (1) to make 
your method as simple as possible and 
(2) to reduce the maximum amount of 
consecutive losses. 

No one finds it difficult to follow a 
rule which yields steady profits and few 
small losses, but there is an almost un- 
surmountable mental difficulty in sticking 
to any such plan while it is going through 
a very bad period. The greatest safety, 
therefore, does not lie in a plan which 
will yield the greatest number of points 
profit, but in the one where there is the 
least number of consecutive points loss. 

It is useless to start a method if one 
is to abandon it as soon as an adverse 
period is encountered. It is the big 
strings of losses that form the weakest 
point in any plan. 

Another important point in a method 
of this kind is to have courage sufficient 
to be able to take a large profit. It is 
easier for most people to take a large 
loss than a large profit; cupidity enters 
when one has a handsome profit which 
he can take by simply sayiug the word, 
and the temptation increases as the prof- 
its begin to run into big figures. 

With some people it is exactly the re- 
verse: their hopes expand faster than 


the profits accumulate. If they have two 
points profit they’re sure they’ll make 
five, and when five points are realized 
they want ten or fifteen. It requires a 
great deal of self training to overcome 
these obstacles, and others which will 
be met. 

A variation of the plan last described 
would be as follows: Take the same 
one point chart of Steel common (Vol. 
V., No. 6, of Tue Ticker) and when it 
shows an up-trend buy when the higher 
bottom is formed, that is, one point up 
from the second bottom. Stop each pur- 
chase two points below the purchase 
price and keep your stop two points 
below each new high figure touched; for 
instance, if your first purchase is 52%, 
your stop order would first be placed at 
50%, and if the stock should advance to 
53, you would move your stop up to 51. 
Should the price touch 54%, your stop 
would be raised to 52%, etc. 

Using this plan in U. S. Steel on the 
bull side during 1909 and the bear side 
from January 2nd to March oth, 1910 
the results appear as shown in the table 
herewith. 

Then try the same plan with an ordi- 
nary stop at two points, keeping your 
stop three points below the highest even 
figure reached. The price would thus 
advance one point from your purchase 
price without your changing the stop. 
This suggestion regarding stops at even 
or “full” figures will be appreciated by 
brokers, who do not, as a rule, care to 
raise stop orders with every fractional 
change in the price of a stock. A change 
at every one point or half point fluctu- 
ation at the utmost is about all that they 
can be asked to make, as a more fre- 
quent changing of stops than this re- 
quires an amount of work unwarranted 
by the commissions involved. In selling 
short the same plan is followed, and as 
a stop order is always behind each trade, 
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Results in U. S. Steel, Using Two Point Follow-Up Plan 
Buy. Sell. Loss. Profit. 
52% 53% Y 
53% 51% 2 
43 44% 1% 
4456 43% I 
49% 50% 4 
50% 5638 6 
59%4 67% 7% 
68 6734 MA 
65% 71 5M 
7534 76% I 
74¥ 76% 1% 
75 79% 4% 
79 84% 5% 
847% 9234 7% 
89% 87% 2 
92% 907% 2 
89 87 2 
89% 8734 2 
8956 91% Iv 
go 91% 1% 
88% 88 yY 
8734 90% 2% 
g1!4 905% 46 
91% 90 1% 

8834 88% A 
87% 87 Va 
86% 86% Yh 
8434. 8534 % 
83% 84% 1% 
835% 8354 
79% 81% 1% 
77 75% 14 
817% 797% 2 
Commission 8% 
Tax (about) 6 
27% 51% 
273% 
Net profit. 24% 
one need have no fear regarding the to keep the stops so close behind 


short side. 

There are some plans which might be 
worked out without the use of stop or- 
ders, but in operating on such a basis it 
is necessary at times to take a series of 
losses which would discourage any ordi- 
nary operator. These plans also require 
a much larger amount of capital in pro- 
portion to the profits. 

In case the trader does not wish 





his purchases or sales, he can adopt the 
sliding scale, similar to the one used on 
the Sugar chart first above mentioned, 
the object of which is to let profits run 
so long as they will without having them 
caught on an ordinary reaction. In lay- 
ing out such a scale of stop orders, it is 
well to bear in mind that a normal reac- 
tion is one-half the original! movement. 
If, therefore, a stock has advanced eight 
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points, it should be allowed to react four 
points without having the stop order 
caught. If it has advanced 16 points, it 
might easily react 8 points without re- 
versing its trend and at 32 points the 
reaction might be 16 points. We should 
say, offhand, that a good ru'e would be 
to keep the stop order on these long 
swings two points under the even figures 
which represent a normal reaction. In 
this way some very large profits may be 
secured with small original risk, and your 
protection for a good portion of any 
paper profit that is secured. Such a stop 
order table would work out as follows: 
Ordinary stop, two points. After move- 
ment of two points, place stop three 
points behind highest full figure, and 
thereafter as shown in the table. 
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mechanical assistance in the matter of 
letting profits run without closing out 
their trades. There are a few times each 
year when a stock bought or sold ex- 
actly right with a two point stop order 
will show enormous profits in proportion 
to the capital employed. 

Union Pacific during the early part of 
1910 declined precipitately from 186 to 
165, twenty-one points, rallied to 175, 
and broke almost straight to 156. Other 
stocks fell in proportion, and any one 
who sold at the high level, risking a 
couple of points, might easily have made 
fifteen or twenty points. These oppor- 
tunities are well worth waiting for, even 
if they only come a few times a year. 

If, by the use of mechanical indicators, 
such as the trend and average charts, 





3 poin 
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After a movement of 
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Stop Order Table 
ts place stop 


points behind 


3 
3 
3 
4 
4 
5 
5 
se “ce 6 “ce “ 
6 
7 
7 
8 
8 
9 


— 
oo” 








It is well to remember that in the ac- 
tive stocks a ten point move without an 
important reaction is rare and an eigh- 
teen or twenty point move very rare. It 
is well to bear this in mind when accept- 
ing profits arbitrarily—which an operator 
may, of course, do at any stage of an 
advance or decline. 

The above table will be found useful 
for those who are not in close touch with 
the market, and traders who wish some 


together with a systematic placing of stop 
orders, one could be right three or four 
times a year, catching a good long swing 
each time, it would more than offset sev- 
eral small losses which might be encoun- 
tered while trying to catch these big 
swings. We must reiterate that there is 
no method that will eliminate all losses. 
In all these suggestions, losses are pro- 
vided for. Results should show profits 
in excess of losses. 


The next issue will contain a plan showing just when to buy and sell for 


the long pull. 














Standard $500 Bonds 


[We have received man 





y inquiries at different times in regard to standard bonds 


which | be purchased in units of $500.00. The list below is believed to be reasonably 


complete. 


Name. 
Atchison, Topeka & Santa Fe. 


EE ice inhaeneeds 4 
Adjustment ......... 4 
Atlantic Coast Line. 
Richmond & Peters- 
burg first mortgage 6,7 
Brunswick & Western 
First mortgage ...... 4 
Baltimore & Ohio. 
OME. weneewss. 3% 
First mortgage ..... 4 
Southwestern Div. .. 3% 
Pittsburgh Junction 
and Middle Div... 3% 
Central of Georgia. 
Eatonton Branch first 
mortgage ......... 5 
Central Pacific. 
First refunding ..... 4 
Second mortgage ... 3% 
Central of New Jersey. 
NES iidte di nas 5 


Chesapeake & Ohio. 
Terminal first mort- 
SN Gudkes ons stots 6 


NE EET 5 
First consolidated 
gold ..... pe eesesecs 5 
Chicago, Burlington & Quincy. 
Denver Extension.... 4 


Chicago, Rock Island & Pacific. 


First refunding mort- 
gage 4 
Chicago & Northwestern. 
Cedar Rapids & Mis- 
souri first mortgage 
Madison Extension 
first mortgage .... 
Menominee Exten- 
sion first mortgage. 
Northwestern Union 
first mortgage .... 
Winona & St. Peter 
first mortgage .... 


eee eee eee ewe 


oo a, 


First mortgage ..... 
Colorado & Southern. 
Refunding and exten- 
i aclicieie hinamaterde 4% 
Improvement mort- 


Rate Per Cent. 


Oct., 
July, 
May, 
Jan., 
July, 
July 

July, 
Nov., 


June, 


Aug., 
Aug., 


July, 


June, 
Oct., 
May, 
Feb., 


Apr., 


May, 
Apr., 
July, 


June, 


May, 


May, 





Railroads 


Maturity. 


1995 
1995 
1915 
1938 
1925 
1948 
1925 
1925 


1926 


1949 
1929 


1987 


1922 
I9It5 
1939 
1922 


1934 


1916 
IQII 
1911 


1917 


7 Dec., 1916 
Chicago, St. Paul & wr ie sc 


1918 


1935 


Erie. 

First mortgage ..... 4 
Erie Ry. first mort- 

SR tae FE 4 
N. Y., L. E. & West. 

con. mortgage ..... 7 
Jefferson R. R. first 

and second mort- 

Di Cdentintuneer 4%, 6 

New Jersey & N. Y. 

first mortgage .... 5 
General mortgage ... 5 
N. Y., Pa. & Ohio 

prior lien mort- 

NN 28 oda cchonbe 44 
Midland R. R. first 

mortgage ......... 5 


N. Y. & Wilkes- 
Barre Coal Co. first 
mortgage ......... 6 

Hocking Valley. 

Columbus & Hocking 
Valley first mort- 
RIED nnhcducseuua te 4 

Illinois Central. 

St. Louis Division... 3% 

Collateral Trust .... 4 

Collateral Trust .... 4 

Lehigh Valley. 
Easton & Northern 
first mortgage .. 

Long Island. 

First mortgage 7 

Refunding mortgage. 4 
Missouri, Kansas & Texas. 

First mortgage 

Second mortgage ... 4 
Missouri Pacific. 

Collateral Trust .... 

First and refunding 
mortgage 

First mortgage Lex- 
ington & Sedalia.. 5 

Mobile & Ohio. 

First extension 

St. Louis & Cairo Di- 
vision 

National Railways of Mexico. 

National R. R. prior 
lien mortgage ..... 

First Consol. mort- 


eee ee eee ee eeee 


4% 


eee ee eee ween 


June, 


July, 


Sept., 


July, 
May, 
Jan., 
Mar., 


Jan., 


Nov., 


Oct., 
July, 
Apr., 
Nov., 
Nov., 


Aug., 
Mar., 


June, 
June, 


Mar., 


Aug., 


July, 
May, 


Oct., 


1928 
1931 


1920 


1927-29 
1940 
1933 
1935 
1937 


1933 


1948 
1951 
1952 
1953 
1935 


1918 
1949 


1990 
1990 


1945 


.» 1959 


1920 
1927 
1930 


1926 
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New York, New Haven & Hartford. 


Debentures 
Convertible 
tures 


Norfolk & Western. 
Consolidated 
Columbus Connecting 

. Terminal first 


mortgage 
Northern Pacific. 
General lien 
Prior lien 
Oregon Short Line. 
Consol. 
Pennsylvania. 
Convertible 
Convertible 
Reading Company. 
1 idated mort- 


Consolidated 
sion 4 
St. Louis & San Francisco, 
Northwestern 
mortgage 
St. Louis Southwestern. 
Second mortgage ... 4 
Southern Pacific. 
Collateral trust 
First mortgage 
First mortgage 
First consol. refund- 
ing mortgage 
Southern Railway. 
General mortgage .. 5 
Charlottesville & Rap. 
first mortgage ... 
Aiken Branch first 
mortgage 


exten- 


4 
Terminal R. R. Association. 


First mortgage 
Union Pacific. 
First mortgage 
Convertible 
First lien and refund- 
ing mortgage 
Wabash R. R. 
Omaha Division 
Kansas City, Excel- 
sior Springs & 
Northern 


Apr., 1954 
Jan., 1956 


Jan., 1948 


Oct., 1996 


Jan., 1922 


Jan., 2047 
Jan., 1997 


Nov., 1912 


Nov., 1912 
Oct., 1915 


Mar., 1937 


Aug., 1949 


Apr., 1930 
Nov., 1989 
Aug., 1949 
Apr., 1912 
Nov., 1937 
Jan., 1955 
May, 1936 
July, 1913 
July, 1998 
July, 1947 


July, 1947 
July, 1927 


July, 2008 
Oct., 1941 


Jan., 1928 


Industrials 


Name. 
Adams Express. 
Collateral trust 
Debenture 
American Sewer Pipe. 
First mortgage 
American Thread. 
First mortgage 
American Tobacco. 
Gold bonds 
Gold bonds 
Denver Gas & Electric. 
General 
General Electric. 
Debenture 
Dominion Coal. 
First mortgage 
International Steam Pipe. 
Holly Mfg. 
mortgage 
Lackawanna Steel. 
— Rumney mort- 


Lesiaie ‘Gas Light. 
First gold 


5 
Lehigh Coal and Navigation. 


Second mortgage ... 4 
New York Air Brake. 
First mortgage 6 
New York Dock. 
First mortgage 
Swift & Company. 
First mortgage 
United Boxboard. 
General mortgage ... 
Collateral trust 
United Fruit. 
Serial debentures ... 
Debentures, gold ... 
United States Steel. 
Sink. fund collateral 
tr. second mort- 


gage 
Illinois Steel non-convert. 
debentures A 
Western Telephone & Telegraph. 
Collateral trust gold 
bonds 


Rate Per Cent. 


June, 


Maturity. 


1947 


Mar., 1948 


Mar, 
Jan., 


Aug., 
Oct., 


May, 
Aug., 
May, 


Jan., 


Mar., 
May, 
June, 
May, 
Aug., 
July, 


Jan., 
Jan., 


June, 
July, 


Apr., 


r., 


1920 


1942 
1940 


1921 


1950 
1919 
1914 
1928 
1951 
1914 


1926 
1926 


1911-18 
1923 


1963 
1913 


1932 























Cheap Mining Stocks vs. High Class 
Railroad Shares 


Why the Latter Pay Best in the Long Runa 
By J. H. COLBY 


stocks is making New York more 

and more a center for this class of 

securities. Every now and then a 
new mining stock crops up on the New 
York Stock Exchange list. As for the 
New York Curb, we should have to sit 
up nights were we to attempt to keep 
track of the new propositions appearing 
in that quarter. There is no doubt that 
a great many first class mining propo- 
sitions, especially Coppers, are being 
developed from what were formerly 
highly speculative prospects. 

The two things which attract people 
to “cheap” mining stocks are the low 
prices and the liberal dividends—actual 
or prospective. A great deal has already 
been said as to the basis of sound min- 
ing investments, and I have no idea of 
encroaching upon the province of well- 
known experts in such matters. But 
there is one point which the public seems 
to overlook, and it is this: One does 
not have to go to the low priced mining 
stocks in order to secure a liberal re- 
turn on his investment. The high class 
railroads can be bought on a basis which 
will show just as liberal returns, and 
contain in addition the very desirable 
factor of safety. 

A certain mining stock has been re- 
cently selling in the neighborhood of $8 
per share and paying $2 per annum div- 
idend. This looks like 25 jer cent. on 
your money, “does it not? But people 
who know the inside of this property 
state that in four years the amount of 
ore which is in sight and actually known 
as existing in the mine will be exhausted. 
This seems to us a good deal like going 
into a blind pool in which dividends are 
paid out of money received from new- 


[socks is interest in mining 





comers. In four years, if nothing hap- 
pens, you will get your money back, but 
that may be the grand finale. The re- 
sult will, therefore, be so many dollars 
loaned to the company for four years 
and paid back in yearly installments of 
25 per cent. each. This is not exactly 
our idea of an investment, although it 
may suit some people. 

A few months ago THE TicKER print- 
ed a table showing net return in the 
shape of dividends and rights paid to 
stockholders of standard railway and 
industrial securities during the past nine 
years. This table proved that owners of 
Great Northern averaged in dividends 
and rights 243% per cent.; owners of 
Pullman 21 per cent.; Chicago & North- 
western 15 per cent., etc. The idea sug- 
gested by these figures is that it is not 
necessary to buy the kind of “securities” 
which sell at a few cents or a few dollars 
per share in order to obtain a large re- 
turn on your investment. We have only 
to select from the list stocks of com- 
panies operating in that section of the 
country which is showing the most rapid 
development, and in the securities of 
which there are hidden equities or earn- 
ing power sufficiently large to warrant 
further liberal distributions. 

Take the case of Canadian Pacific. 
The problem of this property is to con- 
ceal its earnings. It is building each year 
sceveral hundred miles of new road in 
virgin country, all of which will become 
highly productive in the course of the 
next few years. To develop this prop- 
erty the company does not ask settlers 
to come in and pioneer it. “Ready-made 
farms” are being sold at prices so attrac- 
tive that the exodus of farmers from 
Western grain growing states to Cana- 
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dian Pacific territory is the greatest ever 
known. ) 

The land is cut up into farms of 80 
acres each; 50 acres of wheat and other 
crops are put into the ground; farm 
buildings and comfortable houses are 
erected. 

The company works with the settlers 
in every possible way, the object being 
to develop the lands along the line and 
thus increase the amount of incoming 
merchandise and outgoing farm products 
which swell the revenues of the road. 

New stock issues, ostensibly for the 
purpose of building these new lines, ap- 
pear at regular intervals, but every one 
familiar with Canadian Pacific affairs is 
well aware that the company could build 
these extensions and make all necessary 
improvements out of surplus earnings 
and land sales, if it were deemed advis- 
able. To do this, however, would keep 
the capital stock down to a point where 
25 or 50 per cent. earnings might be 
shown. This would possibly lead to rate 
agitation—the very thing American 
roads are struggling with. 

But in spite of these tremendous is- 
sues of new stock, Canadian Pacific earn- 
ings are increasing at a rate which will 
make this problem of “covering up” 


earnings a more difficult one in the fu- 
ture. It is a practical certainty that 
there will be frequent and liberal melon 
cutting for years to come. 

To profit by these developments, we 
must examine the future of the road 
rather than its present earring capacity 
and dividend rate. 

The new St. Paul line will in time per- 
haps rival Great Northern and North- 
ern Pacific in extra distributions. Gen- 
eral Electric is an industrial which must 
sooner or later increase its dividends or 
distribute its surplus in some form. 

There are plenty of instances. We 
mention a few with the idea of illustrat- 
ing our point. To repeat, You do not 
have to buy low priced mining stocks in 
order to secure a@ large investment re- 
turn. 

In fact, when the record for the next 
ten years is cast up, it will doubtless be 
found that the man who took $125 to 
$200 and bought one share of Great 
Northern, Canadian Pacific or some 
other stock in this class, has fared better 
as to dividends, and that his stock con- 
tains greater market value than if he had 
used the same money in purchasing “cats 
and dogs.” 





A Criticism of Scientific Methods.” 


A Reader Thinks $3,600 Profit Was Not Enough. 


ditor of THe Ticker: 
EK I have read Mr. “A. B. L’s.” ex- 
perience in the September TicKER 
with much interest, and must say I 
am a little surprised at your editorial 
comment, for the following reasons: 

It appears the gentleman at one time 
had commitments to the extent of 500 
shares, which, on the basis I trade, 
means he should have $10,000 capital. 
It does not strike me that on this capital 
$3,600 is a very large percentage of 


profit considering the risks he is willing 
to take. For instance, if he had been 
familiar with the principles outlined in 
Mr. Tubb’s article printed in the same 
issue of your magazine hé would have 
known nearly a year ago that a bear 
market was impending, whereupon no 
doubt his method would have safely put 
him short of the market. If he had got- 
ten short 200 U. P. at 205 (which would 
have been perfectly possible), and stayed 
until the first definite indication of a 














A CRITICISM OF “SCIENTIFIC METHODS” 17 


turn in conditions, which came last 
month, he would have made around 
$10,000 on the single trade. 

In fact, on April 18th he did get short 
of this stock at 1887, and if he had 
stuck to this position until July, his 
profits would have been over $3,000, and 
he would have been in the market to the 
extent of only 100 shares. As it was he 
closed this trade in May at 178, making 
about 10 points, after which U. P. 
dropped 26 points, while during this 
period he made six points on U. S. Steel. 

My own experience has been that, es- 
pecially on the long side, stop orders are 
absolute nonsense. If you are going to 
speculate, first determine the general 
trend. If you must use stop orders, 
do not spoil a trade with them after you 
get it started right, let it run until the 
market shows signs of turning for the 
long pull. I am thoroughly convinced 
that one getting into and out of the 
market as this gentleman has done will 
in most cases, come out even worse than 
he has fared. When he made his sale 
of 100 U. P. he was in a stock that, as 
stated above, would have easily yielded 
a profit of 30 points, yet he, by getting 
into the market to five times this extent, 
has only made 36 points, which to my 
mind speaks rather badly for all of this 
fiddling around with stop orders which 
almost everybody so urgently recom- 
mends. 

I well remember my own case in 1908. 
I got out of B. R. T. on a stop order 
around 46, after which it never got down 
low enough again for me to feel safe in 
getting in. 

It would be very interesting if some 
of your readers would compare their re- 
sults with what one or two long pull 
trades would have done if they had sim- 
ply determined the trend and then stood 
by their guns until the end was in sight. 

Probably in most cases they will find 
one or two trades on the right side of 
the market which if let run until the gen- 
eral movement had culminated would 
have given more profits than all the in- 
termediate trades taken together. 

Another thing I would strongly crit- 
icize in Mr. A. B. L.’s trading, is that 
he was on the wrong side of the market 
about five times out of six. I do not be- 


lieve it pays the ordinary individual to 
be in a bear market at all, but if he is, 
it i, certainly best to be in on the short 
side. 

In view of the above, I would be very 
glad, indeed, to have your further com- 
ments on the results of this gentleman’s 
trading.—C. F. . 





We notice an error in the date of Feb- 
ruary 10, in A. B. L.’s statement. He 
bought 100 Copper at 76 on February 
4, and advanced his stop to 76% as soon 
as he had a point or more profit in the 
trade. This stop was caught, probably 
on February 7. He then bought on Feb- 
ruary 7 and 8, 300 shares of Steel and 
Copper, placing stops behind the trades, 
which limited his total possible loss to 
about $450. He did not buy anything 
more until after he had closed out 100 
shares of Copper on March 16. On 
March 24 he had liberal profits on his 
200 shares of Steel, fully protected by 
stop orders. He, therefore, bought on 
March 24, 100 Steel and 100 Southern 
Pacific. He then had 400 shares open, 
but the profits on the first 200 Steel 
would have been sufficient to cover the 
loss on the last roo Steel and the 100 
Southern Pacific, if the market had 
again gone against him. 

A capital of $6,000 would, therefore, 
have given him 20 points margin on all 
his stock at the worst period of his trad- 
ing. This would have been abundant 
margin on such stocks as Steel and Cop- 
per in view of his stop loss orders. A 
return of $3,600 in five months on a 
$6,000 capital is certainly very good, and 
one must be captious indeed to find fault 
with the methods which produced that 
profit. 

It is quite true that if A. B. L. had 
known just what the market was going 
to do, and had sold short 100 shares near 
the top, and covered near the bottom, 
he would have made more money; but 
presumably he did not know this. Very 
few people do know it in advance. 

The long pull operator would not like 
A. B. L.’s method, neither would A. 
B. L. enjoy the long pull. Every man 
to his taste, but A. B. L. has certainly 
achieved very creditable results. 








My Stock Market Experience 


By T. J. B. HESS 


HINKING that my experience in 
the stock market might be of in- 
terest of some of your readers, 
I having found the accounts of 

others quite interesting, I concluded to 
communicate with you. 

I am a professional man and was able 
to save a fair amount of money in 1902. 
My first investment was an instalment 
real estate proposition. This investment 
is now showing profits. The next in- 
vestment was in two rubber plantation 
schemes. I soon took small losses in 
these and secured the return of part of 
the money. If I had continued to make 
my instalment payments on these shares, 
I would have lost about three thousand 
dollars. 

Later I invested in gold, silver, cop- 
per and lead mining shares. I was able 
to sell my gold mining stock for fifty 
per cent. profit, which I took. The silver 
mine was in Mexico and was a rich one. 
However, the Yaqui Indians in that sec- 
tion became hostile and mining opera- 
tions could not be conducted safely. I 
sold this stock for forty per cent. of its 
cost. I bought oil stock and sold at a 
profit. I bought Federal Securities 
stock and received forty-five per cent. in 
dividends at the rate of five per cent. 
monthly. Then the bubble burst and the 
rest was lost. The dividends were paid 
out of stock sales. I am “hung up” with 
the rest of the stock. I tried stock in 
live stock promotions, industrial stock 
promotions, and home-building shares. 

The point I want to make is this: 
There is not a single stock of the kind 
above described or of hundreds more 
that I was invited to buy, which could 
be sold to-day at a profit. Because of 


the fact that there is fraud or misman- 
agement in practically all such new 
propositions, I have learned the lesson 
and now leave them alone. 

I have several shares of local bank 





stocks, an inheritance, which are increas- 
ing in value. Another bank called upon 
the stockholders to pay an assessment 
of eighty per cent. in the meantime. I 
should not have fared well if I had had 
“all my eggs in one basket” and held 
the stock of the bank that failed. 

In August, 1902, I deposited some 
money with B. & Co., (supposed to be 
New York Stock Exchange members) 
and gave authority to a man named B. 
to operate the account. I advised B. & 
Co. that I would not margin further. 
I waited quite a while and then wrote 
to learn what had been done and was 
advised that I held U. P. at about 112 
and was soon notified that it was sold at 
107. 
A few days later, the mewspapers 
called attention to T. C. I. and I bought 
twenty shares. This was sold at four 
points loss. 

About the middle of December, I no- 
ticed in a waste basket, a letter written 
by a bucketshop firm to my partner. I 
went around there one day and because 
of wire trouble was advised not to 
trade. 

My business took me to that town 
every Tuesday. I mention this because 
the market frequently turned on Tues- 
days. There were three bucketshops 
in the town and I traded with all of 
them. In all I made 60 trades, 36 losses, 
19 profits and 5 even. Losses totaled 
$1,325.66; profits, $347.78. My largest 
loss was $262.16. My greatest profit— 
which, curiously enough, was my first— 
$62.50. 

I gradually realized that news items, 
tipsters and the market itself caused the 
majority of traders to take one stand on 
the market, and I thought that the man- 
ipulators knowing on which side the 
public were committed, caused a suffi- 
cient reaction to shake them out. (See 
Ed. Note A.) 
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I could see that none of my friends 
were making any money or keeping it 
if they did make any. They seldom 
saw a half point profit and I became con- 
vinced that their opinions were moulded 
for them in some way. 

I bought the charts published by the 
Massachusetts Publishing Company, and 
became convinced that a system or sys- 
tems could be devised that would enable 
a trader to obtain profits from the mar- 
ket. The enormous transactions in Cop- 
per between 3354 and 40 in 1903, seemed 
to have a meaning, but I did not under- 
stand them. (See Ed. Note B.) 

I decided that I would quit trading 
until I could learn a system which would 
enable me to make profitable operations. 
I reasoned that the market would always 
be available provided the trader had a 
good method. 

I engaged in business in another town 
and received some correspondence from 
a market teacher named K., then of New 
York, but later of Pittsburgh. He asked 
me to send him fifty dollars for his mar- 
ket lessons. I was sceptical, but after a 
time found that Mr. K. had a pupil in 
the same town. I called on him and at 
his recommendation I started the les- 
sons. This pupil had some methods of 
his own, which he gave me later upon 
my promise not to disclose them. How- 
ever, I could not use his methods; they 
frequently failed. On September 22, 
1906, this pupil made one trade for me. 
This was the last trade that was made 
by me or for my account from February, 
1904, to date, July 4, 1910, except one 
copper trade made in 1906. 

K.’s lessons were quite interesting, 
and showed that the teacher was a pro- 
found student himself. I learned to 
make many different kinds of charts and 
registers. (He would have called your 
figure charts “registers.”) I shall send 
you one of these registers. I note that 
in a recent number of your magazine, a 
reader asked for the name of anyone 
who would teach the figure chart. You 
replied that you did not know of anyone. 
(See Ed. Note C.) 

K. had a volume method which he 
called “R. P. S.” If any of your read- 


ers learned the same lessons, they will 
recognize the name. St. Paul was the 
market leader then and K. forecasted 
some remarkable moves by his methods. 

In charting Reading by one of these 
methods, I discovered certain indications 
which I am now studying very carefully. 
I shall have something to write about 
this later. I shall designate them, “Ma- 
jor Indications,” “Minor Indications,” 
“Extended Indications,” and “Duplicate 
Indications.” I discovered some Major 
and one Extended Indication in 1906. 
I studied the market for a short time 
and then moved. After that I had no 
facilities for market study until May 13, 
1910. 

A three point stop would have protect- 
ed any trade which I might have made 
in obedience to any of these indications 
and the moves ranged from four to sixty 
points. The move indicated by a Major 
Indication has in every case been fifteen 
or more points. 

I have not found that this method has 
failed in any case. These indications 
appeared in the following stocks: Read- 
ing about July 23, 1905; Union Pacific 
about November 22, 1905 ; Amer. Smelt- 
ing about December 12, 1905; T. C. I. 
about January 6, 1906; Reading about 
March 25, 1909. 

A few years ago, I took advantage of 
a club offer of your magazine in connec- 
tion with the charts of the Massachu- 
setts Publishing Company I thought 
Tue Ticker would be a good thing to 
have in my library. Therefore I care- 
fully preserved a complete file. I have 
filed the transactions oppearing in the 
Evening Sun since 1903. Recently I 
rented a small room in a fireproof build- 
ing for the purpose of preserving my 
records and taught an assistant to make 
some charts. To my great surprise a 
major indication appeared in Reading 
about May 27, 1910, but in a modified 
form. The modification was a bear sign. 
A sale with a three point stop would 
show a profit of at least 15 points. Im- 
mediately, I felt encouraged to again 
study the market in a broad way and in 
recent market, I found the other indica- 
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tions which indicated turns on June 4, 
June 9 and June 11 (in Reading), also 
a clear indication for down on June 25. 

After further study I shall have more 
to write regarding these indications. A 
few days ago, I dropped into the bucket- 
shop room where I used to trade and 
found that all the old faces had gone. 

I have since collected all of the num- 
bers of THe Ticker Magazine. Your 
articles on Stop Orders, Tape Reading 
and Panic Specialists are surely worth 
to a reader one hundred per cent. on his 
capital. 

Epitor’s Note A.—The “room trad- 
ers,” as they are called—that is, traders 
who operate for themselves on the floor 
of the Exchange—undoubtedly work 
along the line you suggest, but not with 
the deliberate purpose of opposing the 
public. They simply follow the lines of 
least resistance. If the market goes up 
easier than it goes down, professionals 
work to put it up, and vice versa. 

The big manipulators do not, in our 
opinion, deliberately go to work to 
“shake the public out.” Very likely they 
would if it were necessary, but it isn’t. 
Give the public rope enough and it will 
hang itself. 

When the public wants to buy the “in- 
siders” help along the boom. When they 
think prices are about as high as they 
will go, the insiders sell out, or sell as 
much as the market will take. If they 


didn’t do this, it would be impossible 
for “the majority of traders to take one 
stand,” as you say. The majority could 
not get “long” of the market if some- 
body hadn’t been willing to sell them the 
stocks. 

When the bullish public has had its 
wants thus supplied, there is no one left 
to put the market up. The bulls stand 
around and wait for the expected fur- 
ther advance. First one and then an- 
other gets tired and sells. Room trad- 
ers find that the direction of least resist- 
ance is downwards, so they work on the 
short side. Then a considerable section 
of the public also sells short, and the 
short interest, as a rule, keeps growing 
as long as prices go down. 

Eventually “insiders” come to the 
rescue, “support” the market, “save the 
country,” etc., and take back their stocks 
at low prices. Insiders glow with vir- 
tue (also profits) and the public glows 
with indignation, but isn’t exactly sure 
what about. The people have lost money 
and want to blame somebody other than 
themselves. 

Note B.—This is explained in Rollo 
Tape’s “Studies in Tape Reading,” p. 
129, where a figure chart of copper dur- 
ing this period of accumulation is given. 

Note C.—Rollo Tape is doing this in 
his “Studies in Stock Speculation,” now 
running in THE TICKER. 





In the Wall Street Nursery 
By C. C. S. 


* HERE was a man in our Street 
And he was wondrous wise; 
He bought ten thousand U. S. Steel, 
And held it for a rise. 
But when he found the stock had dropped, 
With all his might and main 
He bought one hundred thousand more 


And put it up again. 


=<- 
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The shorts ran in, the lambs trailed on, 
The brokers sang with mirth; 
And one and all declared the price 
Much less than Steel was worth! 
Rumors of extra dividends, 
They made your senses reel— 
: Meantime, this wondrous wi-i-ise man 


Had sold out all his Steel! 

















The Copper Stocks 


Letter from a Well-Known Boston Copper Expert 


HAT was a fine article in THE 
TICKER on the Copper Merger 
by your editor. It isn’t often 
we get anything that reads right 

about coppers from New York, but that 
article appealed to me as coming from a 
man who really knew something about 
coppers and could apply common sense 
to a very palpable situation. The real 
bargains in the market to-day (Sept. 
15) are in the copper stocks. Just look 
at these figures: 


RAILROADS. 
No. Points 
High. Decline. 
BE sk 0 i'o'se kane dean 125 28 
i Mh cchewapineune 219 55 
TEs anusedeesens 139 28 
IE  iaids 4 o's wees 173 35 
eer 151 24 
170 
INDUSTRIALS. 
No. Points 
High. Decline. 
Ba: RE 5 iss ook 136 19 
Cr Pele cccccceence 76 30 
3 Serer 79 14 
AER, FE weccvcssces 145 II 
Steel Com. .......-- 95 28 
102 
CopPERs. 
No. Points 
High. Decline. 
Amalgamated ....... 121 58 
Butte Coa’n ........ 2 24 
ee FBP ere 198 140 
Grambdy oo... cccccces 152 120 
No. Butte .......... 120 92 
434 
Five Railroads have declined total of 170 
points. 
Five Industrials have declined total of 
102 points. 


Five Coppers have declined total of 434 
points. 


The man with money and courage and 
patience can make some big money by 
taking on some of these coppers at the 
present bargain prices. The world is 
using more copper than ever before since 
the dawn of civilization, and next year 
and the year after that they will use 
more and more, and the reason for all 
this is because electricity is going to 
cook our food, it is going to heat and 
light our homes, and it is going to carry 
us on our travels. If a man owns gas 
stocks to-day he’d better sell ‘em quick, 
while he has a market; in six years 
more gas will be used only on the vaude- 
ville stage to illustrate one of the lost 
arts. If we could get a period of six 
months real prosperity with the factories 
and workshops going full blast the pres- 
ent copper surplus would disappear like 
mist before the dawn. 

This last week one of the old guard, 
Lucius Tuttle, who has been president 
of the Boston & Maine R. R. for about 
a thousand years, lost his job, and now 
Mr. Mellen of the New Haven road is 
running the Boston & Maiae. There’s 
a man that is on to his job. He is going 
to do some electrifying around Boston ; 
he can see the handwriting on the wall. 
It won’t be so very long before the road 
between here and Providence is electri- 
fied. Soon we shall travel between New 
York and Boston by electric trains, and 
we ought to have done that three years 
ago. When that comes other roads will 
have to get into line, and it will be only 
easy stages to the time when all the roads 
are electrified. That means demand for 
copper. 

I say buy these copper stocks now, 
while they are cheap. But, just between 
you and me, nobody really buys them. 
They say the public hasn’t got any 
money, but let them put up Trinity or 
First National or some other pup fifteen 
or twenty points and see if they haven’t 
got any money. ° 5. Bu Fe 











Management: The Board of Trustees is 
composed of the Postmaster-General, Secre- 
tary of Treasury and Attorney-General (all 
ex officiis.) This Board is to designate post 
offices as Postal Savings Depositories. 

Depositors: Any person of the age of ten 
years or over may become a depositor, and 
the account of a married woman is to be free 
from control or interference by her husband. 

Deposits: The minimum deposit is $1, but 
special postage stamps are to be sold at ten 
cents each, with a card to which they may 
be attached until the amount of $1 is accumu- 
lated. A pass book is then to be issued, but 
the Postmaster General may, with the ap- 
proval of the Board of Trustees, adopt some 
other device in lieu of a pass book. One hun- 
dred dollars is the largest deposit which may 
be made in any one month, and $500, exclu- 
sive of interest, is the maximum balance which 
may be carried at one time. Interest is pay- 
able annually at the rate of two per cent. 
The full amount of the account is payable 
on demand. Deposits are subject to final 
judgment, order or decree of any court of 
competent jurisdiction, but no person con- 
nected with the Post Office Department shall 
be permitted to disclose the amount of any 
deposit. . 


Summary of the Postal Savings Bank 
Act 


As Recently Approved by the President of the United States 





Disposition of Deposits: Five per cent. 
of the total deposits is to be held as reserve 
in the United States Treasury; 30 per cent. 
of the total deposits may be, at the pleasure 
of the Trustees, invested in United States 
securities ; the remaining 65 per cent. is to be 
deposited in banks or trust companies doing 
a banking business subject to National or 
State supervision, at not less than 2% per 
cent. interest; but by the direction of the 
President of the United States, when in his 
judgment the general welfare requires, these 
deposits in banks and trust companies may 
be withdrawn for investment in bonds or 
other securities of the United States. The 
Board of Trustees shall take from such banks 
or such trust companies, such security in pub- 
lic bonds or other securities supported by the 
taxing power as the Board may approve and 
deem sufficient. 

Conversion of Deposits: At the option of 
the depositor, his deposit may be converted 
into United States Government Bonds in sums 
of $20 or multiples thereof. 

Safety: The faith of the United States is 
solemnly pledged to the payment of all de- 
posits. The sum of $100,000 has been appro- 
priated and is immediately available to carry 
out the provisions of this Act. 





How Brokers Get Rich 


The Investor looked over the stock list the other day and decided 


that the price of Great Northern was a reasonable one. 


So he told the 






$10,000 office manager of the firm who did his business to buy him one 
share at 123%. The manager gave the order to the $20 a week senior 
office boy, who ran upstairs with it, two steps at a jump, into the order 
room. Handing the order slip to the $50 a’ week order clerk that person 
turned it over to the $25 a week telephone clerk, who transmitted the 
order to the $25 a week operator in the booth on the Stock Exchange floor 
Then it went to the odd lot broker, whe owns a $70,000 seat and is 
worth several million dollars outside of business profits. The order 
executed, notice of it came back through very high salaried channels, 
meeting the attention of $7,500 a year cashiers and $3,500 a year book- 
keepers and from fifteen to twenty well-paid clerks until the machinery 
of the operation ceased. A few .days later the Investor received his bill 
} for putting through this transaction. Jt amounted to twelve cents— 
N. Y. Evening Mail. 





























The Bargain Indicator 


NOTE—Except where otherwise noted, earnings are herein computed for the 
twelve latest months available, thus keeping the table constantly up-to-date. Addi- 
tions and betterments are included in the earnings as given, wherever they are so reported 
as to be distinguishable from ordinary expenses of maintenance, since earnings invested 
in the improvement of the property are usually of more value to the stockholders in the 
long run than if they had been distributed as dividends. Such additions and betterments 
out of current earnings increase the equity of the stockholders and therefore render the 


stock more valuable. 


As this magazine is mailed to subscribers two or three days before it appears on 
the news-stands, subscribers get the first advantage of the Bargain Indicator. 


HILE our readers are practically 

W unanimous in placing great value 

on the Bargain Indicator, a few 

complain that, by our method of 

figuring earnings, some of the poor- 

est stocks stand near thé head of the list— 

Erie, Denver & Rio Grande, Toledo, St. Louis 
& Western, etc. 

In regard to this, we may say that we are 
not responsible for the order in which the 
roads appear in the list—we are merely giv- 
ing you the facts carefully and accurately 
compiled, leaving you to make whatever de- 
ductions you see fit. Our work is merely that 
of the statistician. 

However, we are careful to explain special 
conditions affecting any stock by footnotes, 
so far as possible. Notice the footnotes that 
have accompanied Toledo, St. Louis & West- 
ern and Denver & Rio Grande, in recent is- 
sues. These footnotes are just as important 
as the main section of the table and should 
be carefully read. 

Moreover, this table does not purport to 
tell you which stocks are best, but merely 
which stocks are, at the present time, or at 
the date given in the table, showing the 
largest earnings in proportion to price. It is 
entirely natural that such stocks should not 
be tried and seasoned investment issues, but 
stocks which are for some reason coming 
to the front with increased earnings. 

Erie common heads the list this month be- 
cause its net earnings are continually increas- 
ing, even at this time when many of the roads 
are showing heavy decreases. The annual 
report agreed very closely with Tue Ticx- 
ERS previous calculations. 

Denver & Rio Grande drops one place ow- 
ing to an advance in the price. The road is 
making a good showing. Just at present its 
obligations on behalf of Western Pacific com- 
plicate matters a little, but eventually the 
Western Pacific will be an important factor 
in increasing Denver's earnings. 

Toledo, St. Louis & Western gives out a 
preliminary showing of earnings for eleven 
months which makes about 2.7 earned on the 
common, even after eliminating dividends on 
Alton common. These are larger earnings 
than had been indicated by the monthly re- 
ports during the year. It has been stated that 
the road’s maintenance charges have been cut 


abnormally low in order to make a good 
showing on the stock. This seems to have 
been Hawley’s method with other roads, 
hence the above report is more readily be- 
lieved. 

Rock Island Company has not yet issued 
its report, but appears to be earning, on the 
basis of the report of the C., R. I. & P. Ry., 
about 1.6 per cent. on par. This is arrived at 
as follows: C., R. I. & P. Ry., balance for 
oa for the year, $4,748,000. The C., 

I. & P. Railroad owns about 94 per cent. 
Bi the stock of the C., R. I. and P. Railway, 
which makes its share of the earnings about 
$4,463,000. Of this, the sum of $2,848,000 is 
required to pay interest on C., R. I. & P. 
Railroad bonds. This leaves $1,615,000 to be 
passed up to the Rock Island Company, which 
owns the C., R. I. & P. Railroad. But losses 
in net earnings during recent months since 
June 30th, have been over $800,000, as com- 
pared with last year. Hence about $800,000 
may be reckoned as actual earnings for the 
last twelve months on Rock Island Company 
preferred, or approximately 1.6 per cent. We 
explain this in full because very different fig- 
ures are going the rounds. 


Industrials 


Most of the industrial companies report 
earnings only once a year, hence many of the 
figures in the industrial section of the table 
are necessarily old. In each case we give the 
date of the latest report received, and we have 
this month printed in italics all reports which 
are over six months old, in order to call the 
readers’ attention to the date. 

But few new industrial reports have been 
received this month. The leaders change their 
positions slightly owing to the changes in 
prices. 

United States Realty & Improvement 
makes public its earnings for three months, 
which are slightly better than for preceding 
months. 

American Malt Corporation, according to 
the preliminary report of the American Malt- 
ing Company, earned only 3.1 per cent. on its 
preferred stock during the last fiscal year. 

International Steam Pump reports earn- 
ings for the three months ending June 30 on 
a basis of 2 per cent. for the common—a slight 
falling off as compared with the previous year. 











THE BARGAIN 


Comparative Earninghc 


s@rit is Cee ee re Senet ele Sy eeaae 
on preceding page, as it is to note the position and earnings of the stocks. 


RAILROADS 


Approximate 
Div. earnings Earnings 
Price. Rate. Yield. on par. on price. 
13.3 
12.7 
12.2 


Position. 

Erie common 

Denver & Rio Grande common 

Lehigh Valley common (par $50) 

Chesapeake Ohi 

Colorado & Southern common 

Norfolk & Western common 

Union Pacific common 

Louisville & Nashville 

Southern Pacific common 

Toledo, St. Louis & Western common 

posuere, Lackawanna & Western 

Lake Erie & Western preferred 

Reading common 

Atlantic Coast Line R. R. 

Wabash preferred 

Southern Railway common 

Minn., St, Paul & S. S. M. common 

Kansas City Southern common 

Pitts., Cin., Chicago & St. Louis common 

Buffalo, Rochester & Pittsburg common 

Canadian Pacific 

Atchison common 

Baltimore & Ohio common 

Delaware & Hudson 

} ey Rapid Transit. . 

Great Northern preferred. . 

Northern Pacific common. 

Pennsylvania Lines 

Twin City Rapid Transit common. 

Gove & Cin., Chicago & St. Louis common. 
Ontario & Western..... 

St. Louis Southwestern preferred. 

Illinois Central 

Chicago & Northwestern common 

Chicago Gt. Western common. 

Chicago & Alton common 

New Vork Central 

New York, New Haven & Hartford 

Wisconsin Central common 

Missouri Pacific 

Chicago, Milwaukee & St. Paul common 

Minneapolis & St, Louis preferred 

Rock Island Company preferred 

Missouri, Kansas & Texas common 

Wabash common 

Duluth, South Shore & Atlantic preferred 

Minneapolis & St. Louis common 

Texas 

St. Louis Southwestern common 

Rock Island Company common 

Iowa Central preferred 
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Preferred stocks earning more than the per cent. to which the dividend is limited, but now receiving 
either no dividend or less than said limit. 


Erie second preferred . 0 
Erie first preferred ‘ 0 
Southern Railway preferred ° 0 
St. Lovis & San Francisco second preferred 0 


(a) Without any dividends on its holdings of Alton common. (b) Pref. and com. share equally after 
com, receives 5%. (c) On increased cap. stock. (d) Includes betterments on idi omp 
(e) After deductin ref. divs. (f) Inc uding $1,152,000 “deferred income,” due from festern Pac. 
(g) See article in this issue. (h) Figured on $144,000,000 stock. (i) Pret. and com. share equally after com. 
receives 6%. (j) Pref. and com. share equally after com. receives 7%. 























ng of Important Stocks 


s@Reports in italics are over 6 months old. They are, however, in each 
case the latest reliable figures obtainable. 


INDUSTRIALS, &. 





INDICATOR 


Approximate 
iv. earnings Earnings 
Pos. Date of Report. Price. Rate. Yield. on par. on price. 
1 Jun. 30,°10 American Agricultural Chem. com........ 46 0 0 10. 22.8 
2 Jun. 30,°10 United States Steel common.............- (a)(g) 70 7.1 15.9 22.7 
3 Dec. 31,09 Pressed Steel Car common.........++++++ Gi) 34 0 0 7.7 22.6 
4 Mar. 31,°10 United States Rubber common...........- 36 0 0 7.8 21.3 
5 Mar. 31,°10 American Beet Sugar common..........-. 39 0 0 7.3 18.7 
6 Dec. 81,°09 Central Leather common.........++.++++- 34 0 0 6.3 18.5 
7 May 381,°10 Virginia-Carolina Chem. common......... 60 5 8.3 10.8 18.0 
8 Dec. 31,’09 American Woolen common.........++.++. 30 0 0 5.2 17.3 
9 Aug. 31,’09 American Cotton Oil common..........+-- 64 6 7.8 10.4 16.2 
10 Dec. 31,°09 Railway Steel Spring common..........-. 34 0 0 5.3 15.5 
11 July 81,°10 U. S, Realty & Improvement............. (a) 68 5 7.3 10.2 18.0 
12 Dec. 31,’09 General Chemical common............++. 95 4 4.2 13.8 14.5 
13 i 80,’10 Republic Iron & Steel common........... 32 0 0 4.6 14.3 
14 July 31,"10 American Linseed preferred.............- 32 0 0 4.5 14.0 
15 Apr. 80,’10 Amer. Car & Foundry common............ 48 2 4.1 6.6 13.7 
16 Dec. 21,09 International Mer. Marine preferred...... 17 0 0 2.3 13.5 
17 Dec. 31,°09 International Harvester common.......... 99 4 4.0 13.0 13.1 
18 Jun. 30,°09 Wells Fargo Express......+.eeceeeeeeees 160 10 6.2 19.4 12.1 
19 Apr. 30,°10 American Steel Foundries.............+- (h) 43 5 11.6 5.0 11.6 
20 Jan. 31,°10 Union Bag & Paper preferred.........--+. (c) 56 4 7.1 6.4 11.4 
21 Jun. 30,°10 Bethlehem Steel preferred..............-- (d) 58 0 0 6.5 11.2 
22 Mar. 31,°10 Westinghouse Electric Mfg. common...... 70 0 0 7.6 11.1 
23 Dec. 31,°09 National Lead common............-++0++: 56 5 9.1 6.2 11.0 
24 Dec. 31,°09 American Snuff common.........++.+++++ 270 20 6.4 29.5 10.9 
25 Dec. 31,°09 Sears, Roebuck common............++.++- 169 7 4.1 18.4 10.8 
26 Apr. 30,°10 Amer. Smelting & Refining common...... 70 4 5.7 7.1 10.1 
27 Jun. 30,°10 Nat. Enameling & Stamping common..... 17 0 e 1.7 10.0 
28 Pacific Coast common.........seseeseeeee (b) (e) 103 6 5.8 10.3 10.0 
. 29 Dec. $1,°09 Gemeral Electric ......ccccccsceccseecess 151 8 5.5 15.0 9.9 
30 Dec. 31,°09 American Can preferred........-eeeeesees 69 5 7.2 6.7 9.7 
31 Aug. 31,’10 American Malt Corpn. preferred.......... (c) 32 2 6.2 3.1 9.6 
32 May 31,°10 People’s Gas Light & Coke............... (d)107 7 6.5 10.0 9.3 
33 Jun. 30,°10 Laclede Gas common (St. Louis)......... (d)100 7 7.0 9.0 9.0 
34 Jun. 30,°10 International Paper preferred............ 51 2 3.9 4.5 8.8 
35 Dec. 31,°00 North American ......cccescccsecesececs 68 5 7.3 5.9 8.6 
36 May 81,°10 Sloss-Sheffield common .........++.++s00: (d) 52 5 9.6 4.3 8.2 
387 May 81,°10 United States Cast Iron Pipe preferred.... 55 5 8.9 4.4 8.0 
38 Jun. 30,°09 Distillers Securities .....cccccccccccecees 29 2 6.9 2.3 7.9 
SO Fer OR. RO Wester Wake ccccccctcccccccveccccevese 75 3 4.0 5.7 7.7 
40 Jun. 30,°10 Amer. Telephone & Telegraph............ (d)138 8 5.8 10.2 7.3 
41 Feb. 28,°10 Corn Products preferred.........++.++00+ (c) 76 5 6.5 5.4 7.2 
42 Jan. 31,°10 National Biscuit common..........+.++++ 110 6 5.4 7.7 7.0 
43 Dec. 31,°09 Brooklyn Union Gas.........++00eeee008 134 6 44 9.1 6.8 
C6 TRE. SE DD FRED Bove dc cccccccvccsccccccecevesccs (d)162 . 4.9 11.1 6.8 
45 Apr. 30,°10 Amalgamated Copper .......+.-+.++e+e0+ 66 2 3.0 3.9 5.9 
46 Dec. 31,°09 Consolidated Gas (N. Y.)....0.e+ceeeeees 133 7 3.0 6.7 5.0 
47 Dec. 31,°09 Tennessee Copper (par $25).........++.- $36 0 0 6.8 4.7 
48 Jun. 30,°10 Inter. Steam Pump common.............- (a) 42 0 0 2.0 4.7 
49 Jun. 30,710 Pittsburgh Coal preferred...............- (c)(d) 68 5 7.3 3.0 44 
SO Fe, Be. Be CR ivn c dec ccccccccvcccccccces 96 4 4.1 4.3 4.4 
51 Jun. 30,°10 American Locomotive common...........-. 87 0 0 1.3 8.5 
52 Dec. 31,°09 New York Air Brake.......s.sesceseeees 77 6 7.8 2.7 3.5 
53 Dec. 31,°09 Amer. Sugar Refining common............ 116 7 6.0 3.9 3.3 
54 Dec. 81,°09 Utah Copper (par $10)........0..005seeee (£)$50 80 6.0 14.0 2.8 
55 Jun. 30,°09 Allis-Chalmers preferred......+.0++-+++0+5 84 0 0 0.8 2.3 
56 Dec. 31,°09 Inter. Mercantile Marine common........ 5 0 0 0 0 
57 Dec. 31,°09 American Can common............000000: 8 0 0 0 0 
58 Jan. 31,°10 Union Bag & Paper common...........-. 8 0 0 0 0 
59 i=. 30,°10 International Paper common.............- 12 0 0 0 0 
60 July 31,°09 American Linseed common.........-+.+++ 12 0 0 0 0 
61 May 31,°10 United States Cast Iron Pipe common.... 15 0 0 0 0 
62 Feb. 28,°10 Corn Products common.........+..++.0+- 16 0 0 0 0 
63 Jun. 30,"10 American Hide & Leather preferred....... (c) 21 0 0 0 0 
j 64 Jun. 30,°10 Bethlehem Steel common...............+- (d) 28 0 0 0 0 
CE. Ge, BE OO. Ce cnc cn ccasvtscceasceverescecs 31 200 0 0 0 
> (a) Based on quarterly earnings. (b) Based on current earnings. (c) Divs. in arrears. (d) Based on 


6 mos. earnings. 
(g) Including $7,500,000 appropriated for new construction, etc. 


(h) 


e) 2nd oref. and com. share equally after com. receives 4%. 


f) On increased stock. 
Based on 9 mos. earnings. (i) In- 


cluding $1,700,000 profits from sale of Canada Car Co. stock. No earnings on common without this profit. 


















HILE it is not intended in this 
W report* to enter into an exhaus- 
tive discussion of future trad- 
ing or of speculation, a few 
misconceptions on this subject are so 
widely entertained, both by opponents 
and by advocates of the future system, 
that it seems desirable to discuss them 
briefly. 


SHORT SELLING NOT NECESSARILY A DE- 
PRESSING INFLUENCE. 


A particular misconception of the ef- 
fect of future trading very generally en- 
tertained, particularly among producers, 
is that the system itself, even when prop- 
erly conducted, necessarily tends to de- 
press the price of cotton, because of the 
extensive short selling which it makes 
possible. The mere fact that the total 
volume of future transactions usually is 
largely in excess of the crop is urged as 
evidence that an additional supply is 
thrown upon the market with disastrous 
results to the producer. 

This prejudice against short selling is 
largely due to the failure to appreciate 
certain fundamental facts. The first of 
these is that every short sale means a 
purchase at the time; otherwise, of 
course, there could be no sale. In the 
second place, every short sale eventually 
means a subsequent purchase by the 
original seller. In the third place, this 
misconception of short selling overlooks 
the very important fact that speculators 
seldom undertake deliberately to defy 
natural conditions; instead, they are as 
a rule anxious to shape their campaigns 
in accordance with them. Furthermore, 
there is usually great divergence of opin- 
ion among influential speculators, and 
almost never complete unanimity of 
opinion. The prices registered by specu- 
lation, therefore, are ustially the result 
of exceedingly keen competition. 

That a heavy volume of future trad- 
ing—which volume is, of course, largely 
made possible by short selling—does not 


*Extract from Report of U. S. Commissioner of Cor- 
porations. 
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necessarily depress prices, can easily be 
proved. A comparison of prices and the 
volume of future business for the New 
York cotton market from 1877 to 1897, 
inclusive (amounts of future sales not 
having been kept since the latter date), 
shows that in thirteen years in which 
there was an increase in the volume of 
sales the average price of middling cot- 
ton advanced in six and declined in 
seven, whereas in the eight years in 
which the future sales decreased there 
was only one year in which the price of 
middling showed an appreciable advance. 
Of course, it is not intended to say that 
there is any necessary connection be- 
tween these facts. Instead, a study of 
crop statistics clearly shows that these 
fluctuations in prices were largely ex- 
plained by changes in the supply. The 
comparison, however, effectively dis- 
poses of the assertion that an enormous 
volume of future trading necessarily 
means a decline in prices. 

Instead of constantly depressing 
prices, short selling often tends to sus- 
tain prices. This is because the short 
seller eventually must complete his trans- 
action either by the purchase of the com- 
modity for delivery on contract or by 
the purchase of another contract calling 
for such delivery. Thus short selling 
really means the creation of a reserve 
buying power which will make its ap- 
pearance at a later period. With a large 
short interest in the market, such a buy- 
ing power develops immediately on a 
decline in the price, and should check the 
violence of such decline, although it may 
not necessarily limit the ultimate extent 
of the decline. 

It will be seen, therefore, that short 
selling, far from being necessarily an 
evil, may at times be productive of very 
substantial benefit ; this is the commonly 
accepted belief of critical students of the 
future system. 

Furthermore, instead of constantly de- 
pressing prices, the future system, when 
properly conducted, unquestionably 
tends, within certain narrow limits, to 

















increase the price paid the producer, and 
this, moreover, without advancing the 
price to the spinner. This beneficial re- 
sult of the system is chiefly due to the 
fact that the hedging system, if properly 
operated, reduces the risks of cotton mer- 
chants. This reduction of risks enables 
—and indeed, in view of the keen com- 
petition which exists in the future mar- 
ket forces—the cotton merchant to re- 
duce his charges for handiing the crop. 
This means either that he can pay the 
producer more for his cotton than he 
otherwise would or that he can sell to 
the spinner for less, or the benefit may 
be divided between the two interests. As 
already shown, however, this benefit is 
dependent upon the proper conduct of 
the system. ; 


THAT THE FUTURE SYSTEM 


STEADIES PRICES. 


CLAIM 


In contrast with the general belief of 
producers of cotton that the future sys- 
tem tends to depress the price and a 
more or less common belief on the part 
of spinners that it tends to raise the 
price, the argument is often advanced by 
advocates of that system that it has no 
permanent effect in either direction, but 
that instead it tends to bring about a 
steadying of price movements. This is, 
indeed, one of the chief claims advanced 
in favor of organized speculation. 

It is true that price movements in cot- 
ton have been somewhat steadier, 
broadly speaking, since th: future sys- 
tem was inaugurated than they formerly 
were. 

Some defenders of future trading 
have ascribed this reduction in fluctu- 
ations entirely to the future system. Any 
such argument obviously overlooks the 
important influence of improved means 
of communication and transportation, as 
well as the improved organization of 
trade generally, all of which have a ten- 
dency to reduce the violence of price 
changes. However, organized specula- 
tion, if properly conducted, undoubtedly 
tends to reduce the violence of price fluc- 
tuations. The very increase in the 
breadth of the market resulting from 
such speculation has such a tendency. 
Where there is a very large volume of 
selling and buying, each advance or de- 
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cline in the market is vigorously con- 
tested and price changes ordinarily be- 
come less violent. This is perhaps best 
illustrated by trading on the New York 
Stock Exchange. It is a common oc- 
currence for an inactive stock—that is, 
one which is dealt in in only small 
amount or at infrequent ‘ntervals—to 
advance or decline by several points on 
two consecutive transactions, whereas 
it is rather unusual for an active stock, 
like Union Pacific or United States 
Steel, to advance or decline more than 
a fraction of a point between two trans- 
actions on a given day. 

Again, the future system tends to pro- 
duce a reduction in the violence of price 
fluctuations because of the stimulus 
which it gives to the collection and dis- 
semination of reliable information bear- 
ing upon prices of commodities or se- 
curities. Obviously, in proportion as 
such information is promptly collected 
and distributed, the probability of ex- 
tremely violent price movements is lim- 
ited. 

A significant comparison is afforded 
by monthly fluctuations. Thus, taking 
the spot prices of middling in the New 
Orleans market, during the thirty-three 
years from 1828 to 1860 (figures for a 
few months being missing) there were 
twenty months in which there was a 
fluctuation of 20 per cent. or more from 
the mean monthly price, whereas during 
the thirty-three years ending in 1909 
there were but five months showing so 
violent a fluctuation ; moreover, of these 
five, three were in a single season ( 1903- 
4, the so-called “Sully year,” when spec- 
ulation was abnormal). Except for this 
season it might, therefore, almost be 
said that since the future system was es- 
tablished there have been virtually no 
fluctuations of as much as 20 per cent. 
of the mean price in a given month. 
Similarly, the number of months showing 
a fluctuation of 10 per cent. or more 
but less than 20 per cent. decreased from 
118 in the first thirty-three year period 
to 56 in the second. This comparison, 
therefore, suggests a decidedly steadier 
movement of prices since the future sys- 
tem was established than obtained priot 
to its establishment. 
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Getting Your 


O you remember when we were 
D small boys, we used to play a 
game called hare and hounds? 
Armed with a few pieces of 
chalk or a bag of bits of paper, we 
would chase through the town and out 
into the country roads, two of us hares, 
and the rest hounds. And do you re- 
member after we had run the first mile 
we were “all in,” but we kept on run- 
ning just the same, and after a while 
we got what was known as our “second 
wind ?” 

Lots of people who come down to 
Wall Street to trade in the stock market, 
never get beyond the point where they 
are “all in”; they bolt into their first 
transaction, flounder around for a 
while, get all out of breath and mostly 
out of money, then finally emerge with 
shattered nerves, their pocketbooks look- 
ing as though they had encountered a 
steam roller, and just about wind 
enough left to enable them to hike for 
home. If they could only learn the ad- 
vantage of going slowly until they have 
gotten their second wind! 

Even if a trader’s capital is $10,000, 
he should not think of trading in any- 
thing but the smallest quantities until he 
has acquired knowledge and experience. 
It takes years to make a successful stock 
market operator. It cannot be done in a 
few months. Anyone who makes a big 
success during the first few months of 
his Wall Street career will surely end it 
in disaster. He will never get his sec- 
ond wind, because at the first hard blow 
he will be rendered windless. 

No one knows more about stock spec- 
ulation than the new comer in Wall 
Street, and the new comer is not afraid 
to let people know that that he knows. 
After he has experienced one or two 
financial cyclones, he learns to get under 





Second Wind 


cover when he sees another one coming, 
but the great majority in his class never 
reach even this point. They go down 
and out in the first panic, and are never 
heard from again. 

To the man who has $10,000 available 
for stock market operations, we should 
say: Start trading in ten share lots, keep 
it up for a year or two. Use stop or- 
ders. As probably four trades out of 
five for the first year will show losses, 
you will have many practical illustra- 
tions as to whence your losses have 
come, and the intervening period will 
allow plenty of time for you to study the 
cause of these losses. If you follow this 
plan and do not trade too often you will 
find that the second year may perhaps 
show only three losses out of five trades, 
and this is where you begin to get your 
second wind. 

If out of the $10,000 you should lose 
$9,000 and still have $1,000 left, to- 
gether with a knowledge of the business 
which will enable you to show profits on 
this $1,000 capital, you will even then 
be in a better business than eighty per 
cent. of the professional men in other 
lines. 

Get the idea out of your head that 
with your first $100 or $1,000 you can 
make your living or make your pile 
from the stock market. You probably 
cannot do either. 

It will cost you some money to learn 
the business. It cannot be learned by 
making paper transactions; play the 
game so that you will lose very little the 
first year or two—so that you will have 
enough left to begin trading the third 
year. You will then reap the advantage 
of having gained your second’ wind, 
which means that you stand a very good 
chance of making money at this Wall 
Street business. 
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HIS Digest is prepared from news appearing in the following publications. 
Where the name of a banking or brokerage house is given, the matter is from 
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Market Letters: Hayden, Stone & Co.; Clement B. Asbury; John Moody; Thos. Gibson; 
Trippe & Co.; Thompson, Towle & Co.; Henry Clews & Co.; Swartwout & Appenzellar; 
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Warren, Gzowski & Co., etc., etc. Neither THe Ticker nor the above authorities guarantee 
the information, but it is from sources considered trustworthy. Owing to the vast amount 











of information condensed into these pages, many abbreviations are necessary. 


Am. Agri. Chemical—At meeting of 
stkholders. every director expressed himself in 
favor of inaug. divs. on the $17,000,000 com. 
stk. Some have definite ideas as to when ac- 
tion should be taken, others decl. to commit 
themselves. {In connection with divs. this 
fall co. has $4,000,000 of bonds still unissued 
of the author. issue of $12,000,000. As work- 
ing capital is ample at present to keep co. 
from borrowing, $4,000,000 should provide for 
expan. of business or enlargemt. of oper. 
{ The conference in Berlin over the potash 
situation is of vital import. to Am. fertilizer 
manuf. since present monopolistic attitude 
of German govt. means consid. incr. in cost of 
potash to manuf., with higher cest of fertil- 
izers and greater burden on consumers. At 
conference there will be present 60 represent. 
of fertilizer ints. of this country, incl. M. H. 
Davis, commercial adviser of departmt. of 
state. It is expected that they will arrange a 
compromise which will settle matter satis. to 
both interests, 

Am. Beet Sugar.—Current yr. will show 
record output of betw. 180,000,000 and 190,- 
000,000 Ibs. of sugar, a new high record with 
gross $8,000,000 or better. Officials expect net 
for common at least $1,500,000 or 10%, comp. 
with 7.3% in 1910, and 1.5% only five years 
ago. Co. has been selling sugar as fast 
as prod. with result that carry-over at end of 
season will be smallest in yrs. Sugar will be 
conv. into cash in order to pay off $900,000 
notes due March 31, leaving a bal. of $500,000 
to $600,000 to apply to - additional working 
capital. {U. S. Gov. reports show in acreage 
planted and harvested, tonnage worked, sugar 
produced, quality of beets, and sugar extract- 
ed, all previous records exceeded. Season’s 
output 512,000 tons exceeded highest record 
by over 6% and 1908 by over 20%. World’s 





sugar production shows, cane sugar total U. 
S. 1909-10, 1,105,000 tons; beet sugar, 457,562 
tons. 

Am, Car & Foundry.—The co. has paid 
7% on pfd. since inception, and has shown 
over 20% earned on com. in 1907-8, and 2.65% 
in 1909. Earnings for yr. end. April, roro, 
showed better than 6% earned on com. The 
conserv. policy pursued, charging off liberai 
amts. to improvemts. and upkeep of property, 
places co. in position where present rate of 
2% can be paid on 300,000 shs. of com. stk. 
thro. any depression which may come. { Car 
orders placed in Sept., Atch., 1,000 steel under- 
frame refrig. cars; Col. & So., 250 national 
dump cars, and Havana Cen., 150 30-ton flat, 
100 30-ton box and 125 caboose cars. All or- 
dered from Am. Car & F. Am. manuf. have 
obtained contracts for constructing all rail- 
way cars needed by Argentine govt. A con- 
tract for $1,000,000 worth of cars was award- 
ed to Am. Car & F. 

Am. Cotton Oil.—Fiscal yr., ended with 
Aug., will make the 4th best showing in his- 
tory. Previous yr. with bal. equiv. to 10.38%, 
set the high record. The second best is 1907, 
with 8.66%, and 1902 with 8.03% comes third. 
Full returns for last fiscal yr. expected to 
show for the com. close to 6%. {Under con- 
ditions the yr.’s showing is eminently satis. 
and insures contin. of present 5% div. rate on 
com. stk. for a yr. at least. {This last yr., 
while gross business in trade-marked goods 
has been largest in its history. co. has had to 
contend with excessively high prices of raw 
materials. Cotton oil cos. make best show- 
ings in yrs. of large cotton crops and cheap 
ness of raw materials. 

Am. Linseed.—Hopes of pfd. div. within 
the next yr. are dispelled by the an. report. Net 
earnings for yr. were $720,952, decrease $542, 
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233. Surp. for divs. equalled 4.3% on pfd., 
comp. with 5.8% in prev. yr. { Officials do 
not consider outlook for present yr. satis. In- 
dications are for a smaller crop than last yr. 
Flaxseed and oil are commanding highest 
prices ever known for this season. 

Am. Malting—Am. Malt Corp. in 1909 
owned $12,897,100 of $13,400,000 outst. con.., 
and $13,985,500 of $14,440,000 pfd. stk. of Am. 
Malting Co. Under terms of reorg. in 1906, 

per sh. in new com. was given in exch. 
for old, and $62 per sh. in new pfd. was given 
for old. Capital now $6,000,000 com. and $o,- 
000,000 pfd., of which $5,674,724, and $8,671,- 
O10, respectively, have been issued. { Am. 
Malt pfd. is cumulative and entitled to not 
more than 4% div. from April, 1906, until 
Oct., 1906, and 6% per annum thereafter. Co. 
declared 21%4% Nov. 1908, and semi-an. div. 
of 2%% March, 1909; and has contin. semi-an. 
div. reg. since. § Net earnings of Malting Co. 
last yr. were 3.86% on the pfd., or 6.43% on 
outst. pfd: of the holding co. But under 
terms of mtg., it is prov. that whenever a div. 
is paid on pfd. a sum equal to half that am. 
must be paid into the sinking fund, thus only 
two-thirds of this 6.43% was really available 
for divs. {One of best features of 1909 rc- 
port was cash on hand of $2,853,263, equal to 
83% of entire bonded debt, and represents 
incr. of $1,432,058 over 1908. The working 
capital was $5,298,144, or $85,446 more than 
in 1908. {Am. Malting has decl. div. of 62c. 
a share on pfd. Div. paid 6 mos. ago was 
$1.56. {_Am. Malt has decl. div. of 1% on 
pfd. Div. 6 mos. ago was 24%. 

Anaconda-Amalgamated.— Taking Ana- 
conda cost at 9%c. per lb. and price of copper 
12%c., a production at rate of 260,000,000 Ibs. 
per an. is necessary to meet div. requiremts. 
Prod. of 270,000,000 Ibs. would mean earnings 
$335,000 over and above divs. Amal. receives 
from Ana. $2.00 per sh. on 3,000,000 shs., or 
more than {$6,000,000 per an., and disburses 
$3,000,000 per an., a large margin over div. 
requiremts. | Production of Amalgamated, 
incl. North Butte co. for Sept., about 22,250,- 
000 Ibs., which comp. with normal output 27,- 
000,000 Ibs. {[ When the copper, sold in July 
and Aug., is deliv., they deplete stks. about 
25,000,000 Ibs. The stks. now being carried by 
Amal. are not cause for worry, as position 
of co. is strengthened by fact that they have 
all unsold copper supply for Oct. and Nov. 
deliv. under their control. { Anaconda has 
decl. usual quar. div. of soc. a share, payable 
Oct. 19, to stock of record Oct. 6. 

Am. Smelting & Ref.—Announcemt. 
made that contracts have been closed with 
the Ray Consol. for refining copper prod. of 
that co. for a long period of yrs. Contract 
also signed with Chino Copper Co. for smeit- 
ing and refining copper prod. Control of sale 
of copper prod. by these two cos. was also 
placed with Am. Smelting and Ref. Co. 

Am. Smelters’ Securities.—Sitatemt. for 
yr. end. May 31 shows excess liab. over as- 


sets of $2,782,881, of which liab., $10,816,406, 


were chiefly advances from Am. Smelting & 
Ref. Co. The latter cannot contin. to adv. cash 





indefinitely, since Smelters should make pro- 
per chgs. for depreciation. {[ Smelters’ appar- 
ently large working cap. of $28,000,000 is 
compesed of $11,620,000 “cash and demand 
loans,” of which practically all is in form of 
loans. As the Securities Co. needs all of its 
quick assets, it appears that Smelters’ actual 
working capital is nearer $17,000,000 than $23,- 
000,000, practically all of which is in the form 
of ore. {A bond issue of $12,000,000 should 
be ample for its needs. $15,000,000 of bonds 
at 5% interest would call for fixed charges of 
$750,000. { No action will be taken in financ- 
ing Securities Co. until a more fav. market 
for financing appears. Securities Co. is oper. 
at full capacity, but Smelters is not doing so 
well. Earnings, for first quar. of current yr., 
were better for both cos. than for preceding 
quar. Smelters and Securities will issue a 
semi-an, statemt, shortly after the beginning 
of new cal. yr., for the half yrs. end. Oct. 31 
and Nov. 30, respectively. 

Am. Woolen.—Directors have decl. quar. 
payt. of 134% on pfd. shs., payable Oct. 15. 
Since organ. of co., pfd. shholders have rec. 
divs. aggre. $21,000,000. The dull period in 
trade experienced this summer seems passing 
away. { Co. recently began oper. its various 
mills throughout Rhode Isl. and Conn. which 
had been shut down for some time. These 
mills are now running full time. Co. also ex- 
pects to oper. new mill at Ayer, Mass., next mo. 
This mill cost approx. $4,000,000. 

Am, Tel. & Tel.—The co. has decl. regu- 
lar quar. div. of $2 per share, payable Oct. 15 
to stk. of record Sept. 30. {| Estimated in offi- 
cial quar. that control of W. Union has saved 
$50,000,000 new construction, which would 
have had to be spent at rate of $10,000,000 per 
an. for five yrs. had not co. passed to control 
of Am. T. & T. 

Atchison.—Statemt. made by Pres. Rip- 
ley, regarding Atch.’s budget for two coming 
yrs., 1911 and 1912. Sum to be expended, all 
on new work, $66,500,664, is almost staggering. 
{| Total expend. in past five yrs. was $88,000,- 
000 or about $17,600,000 per an. The $66,000,- 
000 to be spent will be approx. double that 
rate. Of the above $88,000,000, over $23,400- 
000, or 26%, was from surp. {| Report for yr. 
end. June 30, discloses unusual prosperity in 
a road practically bankrupt 12 yrs. ago, when 
stk. sold at 10%. {[ Oper. revenue $104,993,195, 
gain $10,727,478 over prev. yr. After taxes, 
fixed chgs., etc., bal. for divs. $20,425,784, ac- 
tual gain $7,793 due to decr. interest chgs, 
thro. substitution of stk. for conv. bonds. Af- 
ter paying 5% on pfd. and 6% on common, 
a surp. of $365,846 remained, which, with $1,- 

1930, prem. on conv. bonds sold, brought 
total surp. up to $20,231,804. Co. had $34,814,- 
895 cash on hand at close of yr., gain 

800,000. Common stk. outst. has been incr. 
$43,959,000 thro. exch. for conv. bonds re- 
tired, and now s at $165,518,500, the pfd. 
at former figure $114,173.730. Net reduction 
in funded debt is 000, and total 
funded ‘debt is 7 Bal. for divs. 
8.80% on $16541 common, compared with 
12.10% OM O121,$§9,500 im yr, prev. { Co. de- 























clared regular quart. div. 144% payable Dec. 1 
to stk. of record Nov. 4. 

Atlantic Coast.—Statemt. of earnings for 
June and fiscal yr. ended June 30 last, showed 
incr. in oper. expen. for June of $278,823 and 
a loss in net for that mo. of $116,863, an incr. 
in oper. costs for fiscal yr. of $1,956,347 and an 
incr. in net of $1,709,856. 

Baltimore & Ohio.—Gross business in 
Aug. was nearly 12% larger than Aug., 1909. 
The incr. of $900,000 shown, compares with 
July of $456,000, June $1,333,000, May $1,286,- 
000, and $1,163,000 for April. { Road has re- 
ceived the last instalmt. of large equipmt. order 
placed several mos ago, which inc. 240 consol. 
freight engines of heaviest type, 26 pass. lo- 
com. for fast express service, 70 pass. coaches 
and 10,000 freight cars. 

Bethlehem Steel.—Gross for eight mos. 
end. Aug. 31 was $2,732,566; deducting fixed 
chgs. of $1,111,940, there remained surp. $1,- 
624,617. {For full yr, it is expected net, af- 
ter chging off $400,000 or $500,000 for depre- 
ciation, will be close to $2,000,000, or about 
13% on pfd. stk. 

Boston & Maine.—Pres. Mellen of New 
Haven RR. will assume active managemt. of 
this road. {[ 1910 fiscal yr., end. June 3oth, 
was the most prosperous in history. Both 
gross and net, as well as surp. for divs., were 
largest ever recorded. Gross incr. $3,828,400, 
or nearly 10% over 1909. Net incr. $756,000, 
while bal. for divs. despite incr. of over 
a half a million dollars in chgs. and taxes, 
were $2,651,000, incr. $305,200, or more than 
13%. Surplus for $28,841,690 com. stk. equal- 
led 8.54% comp. with 7.63% earned on $28,- 
271,791 com. last yr. Maintenance chgs. in- 
creased during the yr. $1,718,000, or approx. 
20%. {New improvemts. prov. for by $10,- 
000,000 appropriation, incl. purchase of about 
50 pass. and 50 freight locom., and 300 pa3s. 
cars, and 25 miles will be double-tracked. The 
freight yards will also be given more trackage. 

re Rapid Transit—Earnings con- 
tin. satisfactory. Aug. showed daily avge. 
incr. $1,500. Incr. during Sept. understood to 
be 5% over yr. ago. {[Co. has recently abol- 
ished free transfers at many points and is ex- 
pected the second fare which many now pay 
will add thousands of dollars to earnings. 

Canadian Pacific—Bal. sheet as of June 
30 shows co.’s total profit and loss surp. $42,- 
860,846 and cash $46,165,817. Agents’ and 
conductors’ bal., miscel. accts. receiv., etc., $6,- 
050,304; invested in Gov. securities $10,088,735, 
total assets approx. $63,000,000, current liabil. 
$14,549,197. {] Appropriated during yr. for ad- 
ditions and improvemts. $7,000,000 ; capital ex- 
pend. $4,235,079. Unexpended bal. from surp. 
$6,295,421. §Surp. for common is equal to 
16.04% on $150,000,000 compared with 8.56% 
in yr. previous. In addition to above divs. 
1% was paid from int. on land sales. { Re- 
ports of 3 RR. controlled by Can. Pac.—Minn., 
St. Paul & Sault Ste. M., Wis. Cen., and Du- 
luth, South Shore & At., under resp. headings. 

Central Leather.—Earnings for 8 mos. 
of fisc. yr. have made favorable comparison 
with correspondg. period last yr; and expected 
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for full yr., to end Dec. 31st, gross will amt. 
to $7,000,000, compared with $6,882,000 in 1909, 
and $4,482,000 in 1908. It is too early to make 
estimate as to surp. for common, but is stated 
that surp. for com. will equal 7%. { Co. in- 
herited a large surp. from U. S. Leather, which 
could be applied to Cen. Leather common, but 
with showing Central is making at present 
time, it is unlikely that this surp. will be 
touched for some time to come. 

Central of New Jersey—Surp. after 
chges., $0,103,809, or 33% on y 7,430,800 stock. 
Surp. incl. profits from sale of Lehigh Valley 
stk. Nowhere in report is there further in- 
formation about profits. { Reading’s report 
reveals sale of $1,000,000 Lehigh Valley on 
which co. realized profit of $1,153,146, or 
115%. Jersey Cen. owned $1,600,000 of Le- 
high Valley. If sold to as good advantage as 
Reading, profits were $1,840,000. Earnings 
from transp. and regular income from invest- 
mts. yielded surp. $7,263,809, or 26% on the 
stk. {For several yrs. prior to 1908-09 surp. 
exceeded $5,000,000 and in 1907 $5,782,000. 
One reason for large surp. last yr. was inaug. 
of div. by Lehigh & Wilkesbarre Coal Co., of 
whose stk. Central owns $8,491,150 at rate of 
13% a yr. This meant $1,103,849 additional 
inc., or 4% on Central’s own stk. { The other 
% was due to incr. from other investmts., 
heavier traffic and reduction of $327,700 in 
rentals paid. 

Chesapeake & Ohio.—Report yr. end. 
June 30, 1910, shows gross incr. $4,600,000, or 
17%; net incr. $2,000,000, or 20%, and surp. 
for divs. incr. $2,300,000, or 57%, equal to 


10.02 %. Operat. ratio only 60.6% against 
61.5%for 1909 and 64.2% avge. for 10 
yrs. (C. & O., June 30, 1910, owned 75,018 


shs. of Hocking Valley, out of 110,000. Kan- 
awha & Mich. cap. stk. is 90,000, of which C. 
& O. owned 40,271, a similar amt. being owned 
by Lake Shore. Report says: “For paymts. 
acc. of cost of Chgo. line, together with pay- 
mts. since close of fiscal yr. (all paymts. to 
date aggre. $8,220,664), on acct. of which co. 
holds in treas. as free assets securities of C. 
& O. Ry. Co. of Indiana, aco. org. July 2, 1910, 
and which acquired, from purchasers at forecl. 
sale, on July 5, the road formerly owned by 
Chgo., Cin. & Lville. RR. { At instigation of 
Gov. Marshall, suit filed to revoke charter of 
C. & O. Ry of Ind., to dissolve corp. and to 
appoint receiver on ground that it was formed 
for fraudulent purposes, and obtained a cer- 
tif. of incorp. on false representn. {| Officer 
of co. said officials of Indiana are mistaken as 
to the mortge. placed on property of C. & O. 
of Ind. The sum of $40,000,000 mentioned by 
Gov. Marshall is the max. amt. of bonds is- 
suable during life of mtge—so yrs.—and is 
designed to cover requiremts. of co. during 
that period for improvemts, double-tracking, 
terminals, equipmt., etc. {He claims C. & O. 


has proceeded in entire good faith. 

chgo. Burl. & Quincy.—The co. has sub- 
mitted statistics to Interstate Comm. to prove 
that unless it gets freight adv. it will not 
earn regular divs. nex. yr. { After paying 8% 
in 1909-10, and chging off $3,320,000 for bet- 
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termts., Burl. had $1,112,611. Present wage 
scale in effect last yr. would have added $2,- 
713,700 to 1910 payrolls. Consequently, co. 
was saved from deficit of $1,601,000 after divs. 
Co. estimates proportion of yr.’s budget made 
June 30, 1910, for expenditures which should 
have been chged. against income acct., was 
$6,484,000. This would make total deficit 
more than $8,000,000 for income acct. {f Total 
net income for int. and divs. last yr. $18,485,- 
000. On cap. of $320,695,000 this is an avge. 
of 5.76%. Or, on total book cost of property, 
$432,076,000, it avges. 4.28%. 

Chgo. Great Western.—Road is making a 
good showing. Not only in gross, but in net 
earnings. Co. has been able to make many 
and exten. improvemts. during past yr., road 
bed perfected, and equipmt. brought to higher 
standard. These expends. did not come out 
of earnings, as $11,000,000 cash was provided 
through reorg. Intention is to standardize 
road throughout and enlarge facilities for 
both freight and pass. service. {[ In July, 1908, 
co. showed deficit, after chgs. and taxes, $106,- 
ooo. In July, 1909, a surp. of $48,000 was 
earned. In fiscal yr. end. June 3oth, 1910, road 
showed 1%4% on pfd. 

Chgo., Mil. & St. Paul.—Report for fiscal 
yr. shows surp. for common divs. $10,566,000, 
equal to 9.1%. After com. receives 7%, both 
com. and pfd. share alike, so that 8% was 
earned on cap. stock. {| While rept. shows as 
above real earnings were different, for, al- 
though earnings from R.R. oper. decr. $1,200,- 
000, total income incr. $7,000,000, owing to 
incr, of $8,000,000 in “other income.” It is 
easy to acct. for incr. of $4,000,000 in “other 
income,” as coming from one yr.’s int. on 
$100,000,000 4% bonds of Puget Sound road, 
but St. P.’s income acct. is credited with not 
only 18 mos’. int. on Puget Sound’s bonds, but 
two yrs’. earnings of Milwaukee Land Co., 
and three yr.’s paymts. by Puget Sound for use 
of certain facilities. Income acct. as pub. 1s 
not merely earnings of one, but of several yrs., 
and a large part of money credited to St. P. 
as coming from Puget Sound are not earnings 
but from construction acct., which is different. 

Chgo. & Northwestern.—Report shows 
net for 1910 yr. $12,298,497, against $13,933,203 
in 1909 and $13,638,691 in 1908. {f Bal. surp. 
after Div. on both Pfd. and Com., $2,466,459, 
against $5,170,790 in 1909, and $4,874,419 in 
1908. The common div. in 1910 incl. 6 mos. 
div. on new stk. issued during yr. { Afte: 
chgs. there remained surp. for divs. equiv. to 
8.06% on $152,516,759. During 1909 co. earned 
11.42%, but before a fair comparison can be 
made with 1910 it must be remembered over 
$30,000,000 has been added to outst. capital. 
On same capital past yr.’s earnings were equiv. 
to 10%, or decr. of only 1.42y0. { Oper. 1s- 
sets were $29,924,067, and current liabilities 
$13,048,377, leaving net working assets $16, 
876,500, which affords ample funds for all re- 
quiremts. and expen. incl. construction of new 
terminal at Chgo. 

Colorado Fuel & Iron.—aAn. report wil! 
show that yr. end. June 30th was one of the 
most prosperous in history of co. Gross 








amted. to $23,639,813, incr. $3,295,182 or 11.3%. 
Net $3,742,615 compared with $2,901,011 for 
1909, incr., $841, or 29%. Surplus, after 
chgs. in last fisc. yr., $1,506,819, incr. $648,443, 
or 75.5%. On June 30th last co. had a profit 
and loss surplus of $1,039,314. This is the first 
time in 7 yrs. co. has been able to show surp. 
bal. on right side of the sheet. 

Colorado & Southern.—Co. declared reg- 
ular semi an. divs. of 2% on first pfd. and 2% 
on second pfd. stks., payable Oct. 1. Books 
close Sept. 21, reopen Oct. 2. 

Consolidated Gas.—The Corporate Or- 
ganization Co. has acquired from Consol. Gas 
extensive realty holdings on west side border- 
ing river. Price said to have been $2,500,000. 
{ Contemplated sale of approx. $3,500,000 of 
real estate by the co. has excited int. as to 
probability of an extra div. in near future. 
Only recently a high official stated that inten- 
tions formerly held regarding an extra dis- 
bursemt. had been abandoned for time being. 
{ If proposed sale of real estate goes through, 
it is probable that proceeds will be applied to 
redemption of $5,000,000 notes which mature 
in Aug. next yr. 

Copper Metal.—Leading selling agencies 
are well sold up—some thro. Oct., and leading 
consumers who bought Oct. copper want im- 
mediate deliv., which indicates consumers arc 
not well supplied, and not obtainable from 
first hands under 12%c. Consump. now run- 
ning ahead of prod. and bound to be reflected 
in prices. {] Electrification of steam roads is 
making headway. Great Nor. Ry. will elec- 
trify 57 miles. N. Y. Cen. betw. Syracuse and 
Geneva, N. Y., 54 miles, cost of $1,000,000. Bos- 
ton & Maine will equip Hoosac tunnel, and 
early in 1911 New Haven road will electrify 
main road betw. Boston and Providence. The 
above will greatly incr. electrification work 
next year, and will be a very import. factor in 
the copper world. {Copper Prod. Asso. Sept. 
statemt. shows decf. during mo. in accumu- 
lation 20,087,531 Ibs. 

Corn Products.— Business has shown no 
appreciable change in last few weeks; co. is 
grinding 85,000 bu. of*corn per day, while 
total capacity of various plants is slightly over 
100,000 bu. {Co. decl. regular quar. div. of 
1% on pfd., payable Oct. 10 to holders of rec- 
ord Sept. 30. 

Crex Carpet.—Gross for yr. should ap- 
prox. $650,000, against $416,688 in 1909. With 
this est. gross, a corres. net figure of 
$380,000 will be achieved. Allowing roughly 
$270,000 for oper. and maint. expenses and de- 
preciation. The estimated net is equiv. to 
12.66% on the common, and comp. with 8.37% 
earned last yr. On last yr.’s basis, div. re- 
quiremts. will be $150,000. 

Crucible Steel.—Regular quar. div. of 
14% declared on pfd. payable Sept. 30. { 
Chairman stated, owing to fact that end. of 
fiscal yr. (which was Aug. 31) was so near, 
only prelim. statemt. was possible, but which 
showed profits for yr. $4,140,000; depreciation 
and renewals, $500,000; reserve for contingen- 
cies, $109,000; total, $609,000; net $3,531,000, 
or 14.14% on pfd.. 





























Detroit United.—Trustworthy sources 
state that co. is planning to resume divs. in 
the near future. To do this, it is necess. for 
co. to sell bonds now held in treas. During 
last 3 yrs. over $4,000,000 has been expended 
on property out of earnings for improvemts. 
and exten. besides providing for floating debt 
which existed in 1907, $1,500,000 has been paid 
on. acct. of $3,000,000 3-yr. gold notes then 
outst., leaving bal. of $1,500,000. {The $r1,- 
500,000 bonds are offered to shareholders to be 
underwritten at &82%4, intention being to ob- 
tain loan on the bonds: for one yr. from Feb., 
1911, which will provide for paymt. of the 
$1,500,000. Price at which bonds are being 
offered will yield about 6% on investmt. 

Distillers Securities—Corp. decl. quart. 
div. of 4%, payable Oct. 31 to holders of rec- 
ord Sept. 28. Coupons due Oct. 1 from bonds 
will be paid at maturity by Mercantile ‘1 rust 
Co. {§ For 3 yrs. prohibition, competitions and 
high-priced corn has conspired to keep the 
profits of the “whiskey trust,” which in record 
yr., June 30, 1907, were almost 8 %. Last 3 
yrs. co.,has earned but 5.5% on its stk., or 
2.3% less than in the single yr. 1907. 

Duluth, So. Shore & Atlantic.—Report 
for fiscal yr. gross $3,302,147, gain shows 
$582,809 over prev. yr., total inc., $876,805, gain 
$186,600. To this extent co. shared favorable 
showing made by other Canadian Pac. subsid. 
but incr. of $336,868 in int. and other fixed 
chges prod. a deficit for yr. of $351,715, leav- 
ing co. $150,268 worse off than at end of prev. 
yr. (Controlled by Can. Pac.) 

Erie —Report for 1909-10 will show 
earned over $9 per sh. on both rst and 2nd 
pfd. and $2.90 on common. {f Erie has the 
only two-track road entering Greater N. Y. 
devoted exclusively to handling freight, and 
can haul a ton of freight cheaper than N. Y. 
Cen., Penn., or any other competitor, and ow- 
ing to Bergen Hill and other improvemts., can 
do work quicker. {Gross business of $5,328,- 
526 in Aug. is the largest ever done in that 
mo., and shows increase $768,793, or nearly 
17% over Aug. of last yr. Incr. in business 
carried with an incr. expenses of only $256,- 
000, with the result that co.’s net in Aug. incr. 
$512,000, or about 40%. {[ Last yr. Erie earned 
surp. $5,800,coo over all fixed chges. This is 
big earning power, and prob. is that road will 
maintain it this yr. {[ Erie’s finan. problem 
is more simple. Co. has nearly $15,000,000 
notes maturing next April, but will not issuc 
any more fixed securities, and these notes will 
either be extended or new ones made, to be 
redeemed out of earnings. 

General Electric—Gross sales for yr. 
have been at rate of $72,000,000. This com- 
pares with 1909 $44,540,675; 1908, $70,977,168; 
and 1906, $43,146,902. Net, for divs., after 
chgs., will show large margin over require- 
mts. Co. is liberal in matter of depreciation, 
having chged. off for this purpose, 1893 to 
1910, $25,023,203. Co. has about 7,180,000 
square feet of floor space, and employs 30,000 
persons. There is no need of new finan., as 


cash on hand is about $18,000,000. Stk. has 
paid 8% reg. since 1902. 
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Goldfield Consol.—Finding rich ore on 
the 1,000 ft. level indicates that rich shoots of 
ore contin. in depth. This new ore avges. $600 
per ton., and is the first rich ore found since 
the rich strike at 732 feet. We est. that, leav- 
ing out of consid. recent rich strike on the 
1,000 ft. level, reserves of ore blocked out 
aggre. $21,000,000 in value, equiv. of $6 ver 
sh. for the stk. One of the largest interests 
in co. says this strike justifies belief that the 
$2 div. rate will be permanent. 

Granby Consol.—Report of co. con. 
statemt. made by Dr. Sussman, engineer of 
co.: “Co, is confronted with a sit. where you 
have an up-to-date smelter, with a capacity of 
4,000 tons, and a mine, the life of which ap- 
pears to be limited to a few yrs. Therefore, 
further steps should be taken toward secur- 
ing business for your smelter from other 
sources. Explor. work of outside prop. should 
be pushed vigorously, and at same time part 
of smelting capacity should be used for cus- 
toms ore.” { Mr. Langeloth stated that while 
co. has $900,000 cash in bank it would not be 
advisable to start divs., as new mining claims 
will prob. be purchased. At moment there is 
under option in the Cliff mine. Co.’s oper. are 
showing profits of 30 cents per ton of ore 
treated. ntil copper prices improve smelter 
will be run at rate of 4,000 tons a day. Mr. 
Langeloth was voted an unan. appre. for his 
services as pres. without salary. 

Hocking Coal & Iron.—Modified plan of 
reorg. prov. for issue of $2,000,000 50-yr. first 
mtg. 5% sinking fund bonds and $4,600,000 
com. stk., which is to be held in voting trust. 
7 Holders of 1st and 2nd mtg. bonds of old 
co. are to receive 75% in new 1st mtg. bonds 
and 50% in new com. stk. Pfd. shholders in 
old co. who pay assessmt. of $10 a sh. are to 
receive at par new bonds equal to amt. of 
money sub., and new com. stk. to the face 
val. of present pfd. holdings. Com. stkhold- 
ers, upon paying $10 assessmt., will also re- 
ceive bonds to face val. thereof, and 50% in 
new com. stk. { Gen. creditors holding claims 
of $100 or less receive 100% in cash, and those 
holding claims over $100 receive 50% in cash. 
Claims in securities must be dep. under plan 
with the Bankers’ Trust Co. before Oct. 29. 
After that date bonds and stk. will be accepted 
only upon paymt. of penalty of $5 on each 
bond and of Soc. a sh. on stk. { The receiv- 
ers’ report on oper. for last six mos.’ profits 
from coal and oil, $53,000. For last two mos. 
percent of earnings have ben materially incr., 
and additional incr. in price of coal. 

Hocking Valley.—For yr. end. June 3c¢ 
report shows gross $7,569,330, largest in its 
history, incr. $1,690,916, or 28.76%, also net 
$2,627,580, incr. $910,988, or 53.00% over 1909. 

Surp. for common after ten mo.’s divs. on 
4% pfd., all of which now retired, came to 
$2,006,736, equal to 18.24%, against 7.6% in 
1909, and 6.9% in 1908. During yr. 3.55% was 
paid in divs. on $15,000,000 pfd., and 4% on 
common. If courts had allowed co. to issue 
$15,000,000 common to replace same amt. pfd. 
retired, surp. after chgs. would have been 
9.76% on total $26,000,000 stk. {[ Operating 
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ratio 65.29 %, against 70.11% in 1909, and, 
lowest since 1903. Avge. ratio for all RR. of 
country is 66.12%. 

Illinois Central.—Vice-Pres. Park says: 
“I am sure a change is coming in attitude of 
public towards RR. Millions upon millions 
of dollars would be spent faster than labor 
and machinery could be employed if dema- 
gogues could be squelched. We have been 
forced to incr. wages and make other expend. 
and now we are trying to make a slight re- 
adjustmt. in rates to lower the debit side. The 
steam is up and we are ready to go ahead at 
full speed if the injudicious will let go -the 
brake. I do not ask that they let go the safety 
valve—just play fair and watch the result.” 
{ Report for yr. June 30, 1910, shows largest 
business in history of co., notwithst. serious 
coal strike in Ind., Ill, and Ken. Gross $62,- 
430,061, increase $5,284,549, or 9.25% over 
prev. yr. Expenses $47,117,241, increase $5,- 
712,208, or 13.8%. Ratio of expenses to earn- 
ings 75.47%, comp. with 72.45%. {| Net $12,- 
787,926, decrease $676,308, or 5.02%. Profit 
and loss bal. $182,478, decrease $38,671. Equal 
‘to 7.16% on $109,296,000 capital, comp. with 
7.44% in yr. prev. {[ Disclosures resulting 
from investig. show that, through collusion of 
some of most trusted officials and certain car 
repair cos., the co. has been defrauded of 
$1,000,000 to $1,500,000. {| “Settlements against 
two car cos. have been made, and will prose- 
cute criminally all engaged in this conspiracy. 

Interborough.—With detailed report for 
yr. end. June 30 we can estimate relative val. 
of subway and elevated to Interb. In gains 
for yr. the subway leads on nearly every point. 
Elevated leads in gross, but exceeded by sub- 
way in final surp. by $49,772. Net $17,974,505 
for past.yr., comp. with $15,776,950 for 1909, 
incr. $2,197,554, or 13.93%. The gain on 
subway was $1,532,675, or 20.05%, and ele- 
vated $664, or 8.17%. {| For past five yrs. incr. 
in subway and elevated traffic has been 223,684,- 
000, or 66%. Partly result of opening up new 
territory and partly incr. popul., all high rec- 
ords for gross were broken last yr. Combined 
results of subway and elevated, $28,987,000, 
incr. $2,463,000. Fixed chges. incr. only $163,- 
ooo. Surp. for divs. 17.4% on $35,000,000 capi- 
tal. One weak spot is that 96% of co.’s stock 
is owned by Interb.-Met. That co. also owns 
80% of stock of bankrupt Met. St. Ry. From 
trustworthy sources it is learned that finan. 
plan has been virtually completed. {{ There is 
a property back of Inter.-Met. upon which it 
is difficult to place money value. That prop- 
erty is in nature of a contract for lease by 
Interb. Rapid Tran. Co. of Manhattan Ry. Co. 
and existing subways in City of N. Y. Under 
those contracts an earning power has devel. 
which will much more than meet int. and div. 
requiremt. upon securities issued by various 
component parts of Interb.-Met. System, 
which are prior to Interb.-Met. stks. 

Int. & t Northern.—Judge McCor- 
mick issued order postponing sale until third 
Tuesday in May, ro1t. [Typo. error in Oct. 
Ticker named Int. & Great Western instead 
of Int. & Great Northern.] 


Int. Harvester.—Gross sales will show 
incr, over 1909, banner yr. Estimated for yr. 
end. Dec. 31, 1910, $90,000,000, incr. nearly 
$3,500,000 over 1909. Assuming gross sales 
$90,000,000, net profits will approx. $16,000,- 
ooo. After deducting pfd. div. there would 
remain nearly 15% on $80,000,000 com. From 
1903 to 1909, incl., bal. for com. has avged. 
6.01%. Last Jan., when $20,000,000 com. stk. 
div. was decl., surp. was $7,384,729 net after 
declaration. Adding est. surp. for yr. $8,600,- 
000, would give co. total surp. $15,984,729. 
Co.’s foreign sales for-current yr. are est. at 
$35,000,000, and from prelim. reports rec. from 
foreign agents, this est. is conserv. 

Int. Nickel.—Co. has decl. regular quart. 
div. of 1%4% on pfd. and usual quart. div. 
of 1% and an extra div. of %% on com. 
The pfd. div. payable Nov. 1. Books close 
Oct. 12 and reopen Nov. 2. Common is pay- 
able Dec. 1. Books close Nov. 11 and reopen 
Dec. 2. 

Int. Paper.—For purpose of dividend on 
pfd., payable Oct. 15, and of an. meeting Oct. 
26, transfer books will close Oct. 5 and reopen 


ct. 27. 

Kansas City Southern.— Report of Co. for 
fiscal period June 30 was favorable. Gross 
was larger than any of prev. 3 yrs., but net 
did not fare so well, falling off from prev. 
yr. $100,000. This, together with smaller 
“other income” and higher fixed chgs., re- 
sulted in falling off $400,000 in bal. for divs. 
After pfd. paymts., bal. for junior issue was 
2.17% On $30,000,000, compared with 3.45% 
in yr. prev. Co. declared regular quart. div. 
of 1% on pfd. stk., payable Oct. 15 to holders 
of record of Sept. 30. Co. reports to Inter. 
Com. Comm. for two mos. ended Aug. 31: 
Oper. income, $568,191; increase, $175,282. 

Louisville & Nashville—Report for yr. 
June 30 makes favorable showing. Balance 
for divs. is equal to 17.35% on $60,000,000 cap- 
ital, compared with 12.86% in prev. yr. Oper. 
revenues broke all: records, $52,433,382, gain 
$7,007,490 over prev. yr. Gain of $5,986,064 in 
freight alone accted. for most of this. Oper. 
expen. incr. in proportion, but total oper. in- 
come was $15,966,403 and also broke records 
with gain of $1,681,558. Slight gain in othe: 
incomes brought total up to $17,699,766, or 
$2,019,792 more than in prev. yr. Bal. for 
divs. was $10,413,256, a gain of $2,691,868. 
The funded debt shows decr. of $748,627 in 
fixed chgs. Divs. of 7% called for an addi- 
tion of $900,000, and the yr.’s surp. remaining 
was $6,213,256, increase $1,791,868. (See 
Nash., Chat. & St. Louis.) 

Minn., St. Paul & S. Ste Marie.—Fiscai 
yr. june 30, 1910, reports gross earnings $15,- 
407,179, gain $2,797,880 over prev. yr.; total 
income $8,154,471, shows gain $2,286,580, of 
which gain $509,315 is due to incr. in other 
income. Bal. for divs. $4,400,442, gain $1,866,- 
797. Div. were incr. and surp. for yr. was 
$2,508,762, incr. of $1,571,117. After making 
adjustmts. in expend., which should have been 
credited to capital acct. in past yrs., total 
surp. rose to $10,338,024, incr. $3,008%173. 
(Controlled by Can. Pac.) 
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Missouri, Kan. & Texas.—During fiscal 
yr. road earned but .82% on common, comp. 
with 1.37% in 1909 and 5.75% in 1907. Oper. 
expen. actually incr. more than gross earn. 
and oper. ratio of 72.2% comp. with 69.8% 
yr. prev. As result net revenue decr. $260,- 
ooo. It is a fact that M., K. & T. has passed 
Atch. in passenger density, and is almost equal 
to Rock Isl. In past five yrs. percentage of 
pass. traffic to total traffic has incr. 10% or 
from 26% to 36%. During yr. co. issued $10,- 
000,000 5% notes, so that during current yr. 
$500,000 will be added to chgs. 1910 surplus 
above pfd. divs. was $521,463. Improvemt. 
in earnings in oper. efficiency, or both, during 
I91I seems essential to safety of pfd. divs. 

Missouri Pacific—Mis. Pac. Ry. proper, 
not incl. St. Louis Iron M., shows net oper. 
rev. after all deductions for yr. June 30, 1910, 
$3,616,644, or 2.49% on investmt. Oper. ratio 
was 80.30%. Total gross $20,984,572; net 
oper. revenue, $5,117,673; taxes, $1,008,005 and 
oper. income $4,109,667. { Kuhn, Loeb & Co. 
have no intention of parting with M. P. stk. 
they took from Pearson, since ownership of 
it by bankers of Harriman roads insures 
friendliness in competition between So. Pac. 
and West. Pac. from Salt Lake City to coast. 
M. P. controls West. Pac. through control of 
Denver & R. G. 

Nashville, Chat. & St. Louis.—Report for 

yr. end. June 30, shows surp. for divs. $1,- 
558,704. This is equal to 15%4% on $10,000,- 
ooo capital. A year ago 1144% was earned. 
Road is one of wealthiest in the country and 
controlled by Louisv. and Nash., which owns 
majority of stk. Stkholders have been pro- 
testing for several yrs. at small amt. of divs. 
paid. These are at rate of 6%. It is con- 
tended that 8% could be paid without strain 
on co.’s credit. Its surp. is $6,202,000. Gross 
in 1909-10, $11,637,203, or at rate of $10,000 
a mile. Net amted. to $3,199,045. Total 
expend. for maintenance and improvemts., $2,- 
161,165, or $1,757 per mile. During yr. forty- 
eight miles of 80 Ib. rail were laid to replace 
68. A great deal of work was done in way 
of replacing and strengthening bridges. Co. 
had cash on hand June 30, $2,312,144. 
_N. Y. Air Brake.—Official states business 
is excellent, and if R. R. have curtailed ex- 
pend. for new equipmt., etc., new orders being 
rec. give no indication of it. July and Aug. 
were dull, but is usual. Outlook for re- 
mainder of yr. is good as could be wished. 
Co. few weeks ago placed common on 6% 
div. basis. In view of present earnings and 
outlook for future no difficulty will be experi- 
enced in maintaining rate. 1909 fiscal yr. co. 
earned 2.7% on common, but practically ail 
of this was earned in last 4 mos. 

N. Y., New Haven & Hart.—The R. R 
proper earned in fiscal yr. to June 30, $60,693,- 
667, but entire New Haven system in this 
period earned $92,293,252, an addition of $31.- 
509,585, or 52%. In other words, of total 
gross of the system, 65% was derived from 
oper. of the R. R. proper, while 35% repre- 
sents gross of outside cos. {Co. holds in 
treas, aside from its own unissued bonds and 


stk. $240,000,000 securities of other cos. or 
evidences of same, and a huge gain in this 
acct. during 12 mos. to June 30. Prob. $130, 
000,000 is a fair est. of incr. This $240,000,- 
000 is equal to entire bonded debt, leaving tic 
R. R. proper as property of its stkholders. A 
portion of this $240,000,000 investmt. is not yet 
productive, but it is steadily becoming so. 
{ Report for yr. June 30, 1910, shows $60,693,- 
667 gross from operation, comp. with $54,347,- 
630 yr. prev. Total oper. expen. $38,689,215, 
comp. with $36,080,300 prev. yr., and net oper. 
revenue $22,004,451, comp. with $18,267,324 
prev. yr. Including income from other sources 
total income was $28,320,969, compared with 
$24,273,308. Total deduct. from income for 
last yr., $17,524,095 and net for divs. $10,796,- 
874. Divs. paid $9,759,081 and surp. over 
divs. $1,037,793, comp. with deficit prev. yr. 
of $453,613. Total oper. revenue was largest 
in history of co., exceeding 1909 by 11 2-3%. 
Recent advance in wages in all departmts., 
$1,757,306. . 

N. Y., Ontario & Western —Year end. 
June 30, 1910, gross earn. $8,578,783, comp. 
with $8,290,170 in prev. yr. Working exp. 
$5,882,147, incr. over 1909 $239,045, or 4.24%. 
Net for yr., after taxes, were $2,441,100, incr. 
$19,512, or 0.81%, over 1909. Surp. for yr., 
after fixed chgs., rentals, etc., $1,312,707, decr. 
$30,330, ur 2.26% over 1909. Gen. Manager 
reports wages incr., and continued improvemit. 
in physical condition of road and equipmt. 

Norfolk & Western.—In report Pres. John- 
son says in part: Among industries estab. 
on the lines during yr. are: 15 manuf. of 
mineral and metal prod. 44 lumber prod.; 25 
farm implemts. and prod., 4 coal mines; 171 
coal and coke cos. in operation. Coke ovens 
13,031. 46.42 miles of double track under 
construction. The line will then be double- 
tracked from West. Va. coal fields to Colum- 
bus, O., except 4.6 miles in West Va. Since 
Oct. 1, 1896, co. expend. for construction, 
additions, improvemts, and advances to subsid. 
cos., $76,861,770, of which $53,519,422 was 
from sales of capital oblig., and $23,342,348 
from income. Of equipmt. trust certif., $2,- 
000,000 were paid during yr. Total paid to 
June 30, 1910, $8,600,000 and $0,900,000 out- 
standing. These expend. and trust agreemts. 
have added 367.01 miles of main line and 
branches, 294.88 second track and 558 sidings; 
562 locom., I51 pass. cars, 22,245 freight cars 
and 892 maint. of way cars. {[ Balance for 
divs. for fiscal yr. is equal to 11.59% on com- 
mon, compared with 8.12% in year prev. 

Northern Pacific—With surp. of $21,- 
296,000 for yr., equal to 8.9% on $248,000,000 
stk., road earned full 7% div. with nearly 
$5,000,000 over. This is $2,612,000 under bal. 
earned yr. ago. N. P. had total earnings of 
$74,736,865, incr. $6,065,000. Equipmt. and 
roadbed rec. $4,142,000 more than in 1909. 
Cost of conducting transp. advanced $3,740,000, 
or a little more than the incr. in gross justi- 
fied, making transp. ratio 33%, instead of 30% 
as in 1909. Had road held down maint. to 
actual and present necessities, could have 
shown surp. equiv. to 12% on capital. Re- 
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port is a prac. assurance that 7% div. rate 
will not be disturbed. Last yr. was unusually 
expen.; co. not only had a bad winter, but 
had much extraord. work in nature of perm- 
anent improvemts. 

Nevada Consol.—Earnings in calendar 
yr., partly estimated, will be about $4,000,000. 
This will leave surplus $1,000,000 after paymt. 
of $3,000,000 in divs. Nevada Consol. has 2,- 
000,000 shs. of stk., of which approx. 1,000,000 
shs. are held by the Utah Co. ere are 6,600 
actual holders of the stock, not held by the 
Utah. Nevada is said to have a larger list 
of shholders. than any copper co. in the U. 
S., with exception of Amalgamated. 

Pittsburg, Cin., Chgo. & St. Louis.—Co. 
has declared regular quart. divs. of 14% on 
both com. and pfd., payable Oct. 25 to stk. of 
record of Oct. 15. ; 

Railway Steel Springs.—Business contin. 
at record figures. All plants working at full 
capacity. New orders satisfactory and out- 
look for next few mos. promising. Even 
though no new business is received, orders 
are sufficient to keep plants at full capacity 
until beginning of new yr. Fiscal yr. closes 
Dec. 31st. In view of co.’s large business 
net for yr. should show approx. $2,400,000, 
and surp. earned on common nearly 9% as 
compared with 5.3%. 

Reading.—The 13th an. report for yr 
end. June 30, 1910, shows net $30,824,913, 
against $28,851,891 prev. yr. After paymt. 
of chges., taxes and div. paid by Phil. & 
Reading Ry. Co. to the Reading Co. there was 
surp. of $10,776,069, comp. with $9,041,915 fo1 
prev. yr. Gross for yr. were larger than any 
yr. in history. {Surp. applicable to divs. 
equals 4% on both classes of pfd., and 11.3% 
oncommon. That explains why Reading has 
been held as an investmt. Reading owns $14,- 
504,000 of Jersey Cen.’s stk. now receiving 
divs. at rate of 12%. { We are informed by a 
big coal int. that adv. last yr. was based upon 
finding the mammoth vein of anthracite coal 
which had been lost some time prev. This 
vein is 40 ft. wide, and has been drilled for 
3,000 acres, cutting millions of tons of very 
best grade of anthracite, and adding millions 
of dollars value to the stk. {There are 700,- 
ooo shs. of Reading common, but as B. & O. 
and Lake Shore own 279,000, 421,000 shs. is in 
hands of public. Therefore, since first of yr. 
fifty-six and a half times the amt. of stock in 
hands of public has been traded in. {If all 
equities and Reading Co.’s actual surplus of 
last yr. are gathered together result is a bal. 
after both pfd. divs. of $11,000,000, or 16% 
on common. Last yr. was a good one for 
Reading in soft coal and merchandise ton- 
nage, but a poor yr. in anthracite, so figures 
cannot be said to exaggerate co.’s earning 
power. Reading common receives 6%. With 
equiv. of 16% accruing, it is easy to see that 
directors have it in their power to incr. rate. 

Rock Island.—Kuhn, Loeb & Co. took 
over 260,000 shs. R. I.’s stk. from Pierson, 
125,000 pfd. and 135,000 common. Phelps, 
Dodge & Co. purchased above pfd., which 
gives them 27% of entire pfd. This is the 


largest block of stk. held by any single inter- 
est, and, therefore, gives them virtual control, 
as common stk. has no voting power. { When 
Kuhn, Loeb & Co. selected Phelps, Dodge & 
Co. they did so because they hold a mest 
friendly feeling toward them and nothing 
but friendly rivalry will exist between Harri- 
man lines and Rock Isl. Co. {] Balance sheet, 
as of June 30, shows cash on hand $4,541,461; 
marketable securities, $17,081,147; materials 
and supplies, $6,224,133, adv. to proprietary, 
affiliated and controlled cos. for construction, 
equipmt. and bettermt. $5,511,717; total work- 
ing assets, $34,320,357; working liab., $10,005,- 
797; profit and loss surp., $17,292,857. Total 
assets and liab., $342,853,143. { Chgo., R. I. 
and Pac. decl. quart. div. of 14%, compared 
with 134% 1909. No signif. attached to the 
change, as co. confines div paymts. to int. re- 
quiremts. of that co. 

Seaboard Air Line.—Report for yr. 
June 30 shows gross $20,856,373, incr. 
517,500; oper. income $6,313,690, incr. 
466,080, and surp. over chgs. $1,895,253, incr. 
of $1,324,529. The incr. in gross was 13.73%, 
and oper. income 30.24%. The total expended 


for maint. of roadway and structures was 
$2,733,961, and for maint. of equipmt. $2,757,- 


15. 

Sloss Sheffield—Co. declared regular 
— dividend of 134% on pfd. stk., payable 

= 2. 

Southern Railway.—If road can continue 
thro. 1910 with earnings as good as for first 
two mos., co. will be satisfied. They have run 
ahead last yr., which was far better than any 
prev. period. Aug. was $394,000 larger than 
same mo. 1909-10, and net showed incr. $86,- 
000. July incr. $419,000 and $0,000 respec- 
tively. Ratio of expen. and taxes to gross 
74.4% in July and 70.4% in Aug. In first two 
mos. of new yr., co. earned total net $2,713,- 
000, incr. $96,000 over correspondg. two mos. 
last yr. In that yr., however, co. earned net 
$16,700,000, which prov. for all fixed. chgs. 
with bal. $4,400,000 for surp, sufficient for 5% 
div. on pfd., which is not being paid, with 
$1,400,000 to spare. 

St. Louis Southwestern.—July incr. gross 
$111,605, or 13.9%. Expen. incr. $143,322 or 
24.2%. Net therefore decr. $31,627 or 14.8%. 
With decr. of $18,744 or 45.2% in “other in- 
come” and incr. of $6,025 or 3.5% in fixed 
chgs., surp. for mo. was only $22,305 against 
$78,702 in July last yr., decr. $56,307 or 71.7%. 
This unfavorable showing was due to two 
reasons: incr. maintenance and large expenses 
on acct. of coal strike. Suspension of mining 
not only reduced co.’s revenues from this 
traffic, but cost of fuel largely incr. by reason 
of high prices and inability to supply needs 
from mines. Incr. costs in July on acct. of 
this approx. over $100,000. {Full pamphlet 
report for fiscal yr. end. June 30: Balance sheet 
shows working assets $6,397,249, incr. $1,508,- 
844; working liab., $1,392,473, incr. $128,302, 
and total assets and liabilities on June 30 last 
was $103,840,562, decrease $225,465. 

Tennessee Copper.—Co. is now prod 
over 300 tons acid and by Jan. rst will prod. 





THE INVESTMENT DIGEST 39 


600 tons daily. This makes property inde- 
pendent of copper profits and puts end to all 
acid fume litigation with state of Georgia. 
Co. has between $10,000,000 and $11,000,000 
of actual money now invested in its property, 
represented by but 200,000 shs. of stk. { Even 
should earnings justify larger distrib. it 1s 
likely none will be made, since co. borrowed 
$600,000 6% gold notes to build acid plant 
exten. Co. is in favor of retiring notes from 
earnings. Co.’s only remaining funded debt is 
$350,000 first mtg. 5% bonds, due in 1922. 
Last yr. co. earned net $339,406 or 6.79%, 
comp. with 6.48% prev. yr., 16.01% for 1907 
and 16.48% for 1906. 

Texas Co.—With listing of stk. on Stk. 
Exch., an income statemt. is for first time 
available. Gross for fisc. yr. June 30, $0,848,- 

Oper. expen. $5,562,755, oper. ratio 

After chgs., ins. reserve and deprecia- 
tion, $2,662,872 was avail. for divs. This ‘s 
14.8% on the then capital. of $18,000,000. On 
present capital of $27,000,000 9.86% was 
earned. Div. requiremts. at 10% would total 
$2,700,000, or $37,128 in excess of earnings 
last yr. Surp. for yr. end. June 30, after all 
requiremts. was $1,100,000. As of June 30, 
bal. sheet showed current assets $13,441,671 
and current liab. $4,801,867. Cash on hand 
incr. from $792,391 in 1909 to $2,123,438. Since 
incorp. of Texas Co. in 1902, cash divs. of 
$6,951,872 have been paid and $10,100,000 stk. 
divs., making total $17,051,872. Since 1908 
rate has been 12%. In 1907, 15% was paid, 
1906 and 1905, 12%; 1904, 6%, and in 1903, 
10%. An extra 5% was disb. in June, 19009. 
The first stk. div. of 10% amting. to $1,100,- 
000 was decl. in June, 1908, and the 50% decl. 
of $9,000,000 in stk. in June, 1910. 

Third Ave.—For yr. end. June 30 co. re- 
ported surp. $1,724,649. Six of the eight lines 
comprising system oper. at a profit. Gross 
entire system for the yr. was $7,746,172, against 
$6,304,719 for 1909, incr. 22.86%. Oper. ratio 
68%, giving net $2,471,129 for 1910, incr. 8.53% 
over prev. yr. {{ Public Serv. Comm. adopted 
final order denying bondholders’ committee 
approval of plan. They regarded issue of 
$55,000,000 new securities not justified. To- 
day’s action completes proceeding and appeal 
to courts in order. 

Toledo, St. Louis & Western—Co. has 
directed paymt. regular quart. dividend of 1% 
on pfd. Oct. 15. Transfer books will not close. 

Union Pacific—Pres. Lovett has off- 
cially stated that if auth. capital of Oregon 
Short Line is incr. from $60,000,000 to $100,- 
000,000 Oct. 12 as proposed, it will be in con- 
nection with Short L. co.’s indebtedness to VU. 
P. As S. L. stk. outst. is only $27,460,000, 
amt. avail. under increase would be $72,538,- 
900. Total expend. made by Oregon Short 
Line from July 1, 1899, to June 30, 1909, for 
all improvemts., additions and bettermts. was 
$20,060,316. As accts. of U. P., Oregon S. L. 
and Oregon R. R. & Nav. are consol., what 
proportion of above total has been chgd. to 
Short Line income acct. from yr. to yr. is not 
known, but even if entire amt. has been chged. 
to capital acct. and prov. for U. P. treas, 


reimbursemt. would leave $50,000,000 Short 
Line stk. for further improvemts. By 
amendmt. of articles of incorp. Oct., 1902, 
the Short Line became holding co. for bulk 
of securities held by U. P. system. The pur- 
pose was to remove doubt as to ability of 
Short Line to hold stk. of a holding co. spe- 
cifically, So. Pac. Aside from intrenched 
finan. position of U. P., enabling it to finance 
subsid., the chief significance of proposed incr. 
of Short Line is that the Harriman man- 
agemt. is not waiting for a printed copy of 
Pres. Taft’s stk. and bond report. § U. P. 
has placed with Kuhn, Loeb & Co. and Baring 
Bros. & Co., Ltd., for issue in London £1,500,- 
ooo U. P. first lien and ref. mtg. 4% bonds. 
These bonds will be issued in sterling denom- 
inations only. 

U. S. Cast Iron Pipe.—Plants are oper. 
at 65% to 70% of capacity, same as when co. 
reduced pfd. div. from 7% to 6% last Aug. 
Enough orders are on books to keep oper. at 
this rate for several weeks more. Unless there 
is an incr. in business, there is little chance 
that pfd. will be put back on 7% basis before 
the first of yr., as it earned only 4.37% on 
this stk. for fiscal yr. end. May 31, 1910, there- 
by showing deficit of $261,708 after paymt. of 
full divs. Part of this was made up by transf. 
$200,000 from fund termed “reserved for a4- 
ditional working capital.” 

U. S. Rubber.—For fiscal yr. end. March 
31, 1910, earnings for common were 15.4%. 
Nearly one-half such earnings consisted of 
co.’s share in undivided earnings of controlled 
cos. oper. separately, principally Rubber Goods 
Manuf. Co. In view of large incr. in latter 
co.’s gross business resulting from expan. of 
automobile industry, it may be good policy to 
keep that co.’s earnings in its own business, 
instead of paying a larger share to parent co. 

U. S. Steel.—Corp. is oper. 67% of blast 
furnace capacity, comp. with 96% early in yr. 
Shipmts. have been at rate of 80% or 85%. 
Decr. in unfilled tonnage is reflected in mill 
oper., in other words shipmts. are declining, 
which means reduction in prod. of finishing 
mills. New business since rst Sept. running 
close to 50%. It was believed Sept. would 
mark beginning of buying movemt., but there 
has been no change comp. with Aug. Earn- 
ings first quart. of this yr. approx. $37,500,000 ; 
2nd quart. $40,000,000. Current quart. likely 
to be $36,500,000. These earnings main. as 
result of heavy shipmts. against existing con- 
tracts. Now that reduction is under way, 
earnings will be less unless new buying sets 
in. Earnings from transp. will not be re- 
flected in last quarter, so it will not be sur- 
prising if earnings do not exceed $30,000,000. 
If only $30,000,000, the net for yr. will be 
$144,000,000, which, after all deductions, incl. 
pfd. div., will leave surplus for common 13%. 
{ Of total prod. of Am. Portland cement Steel 
Corp.’s output was 5,786,000 barrels. Est. 
that country’s production for 1910 will ap- 
prox. 70,000,000 barrels, of which Steel Corp. 
expects to produce 8,000,000, or 8.75%. 

Utah Copper—For Aug. production of 
this co. amted. to 7,440,035 Ibs., decr. 1,226,- 
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065 Ibs. from prod. of July, the lowest monthly 
prod. since Feb., in which mo. output amted. 
to 5,013,465 Ibs. 

Ww house Air Brake——A generous 
portion of profits were in divs. decl. in divs. 
The quart. div. of 214%, an extra of 1%, and 
a special of 1%. The special is just half what 
was paid last quarter. Profits for yr. end. 
July 31, 1910, were 30.16% on $14,000,000 stk. 

ouse lectric.—Directors de- 
cided to pay back divs. amt. to 834% on pfd. 
3% will be paid Oct. 15, 34% Jan. 15, bal., 
134%, on April 15. This action puts common 
in line for div. { Gross incr. during yr. from 
$5,286,021 to $12,463,004, or 35% ; net from $1,- 
920,557 to $4,223,278, or 119%. Earnings rose 
from 13.7% to 30.1% on same amt. of cap. 
stk. Working cap. increased $1,300,000, o1 
mp en at beginning of fiscal vr., of which 
3,100,000 was cash. 

Western Maryland—Report in detail 
filed with Interst. Com. Comm. for mo. of 
July, 1910: Freight revenue, $482,703; passen- 
ger, $125,048; other transp., $23,373; non- 
transp., $3,091; total oper. revenues, $635,116; 
maint. of way and structures, $78,459; maint. 
of equipmt., $65,980; traffic expen., $12,318; 
transp. expen., $198,014; gen. expen., $12,430; 
total oper. expen., $367,203 ; total net revenues, 
$267,913; taxes, $19,500; oper. income, . 
413. {Gross for third week in Sept. incr. 
nearly 11%, incr. since July over same period 
yr. ago has been 15%. Regular quart. div. 
decl. on pfd. 

Western Union.—Co. has decl. regular 
quart. div. of % of 1%, payable Oct. 15, to 
stk. of record of Sept. 20. Transfer books 
close Sept. 20, reopen Oct. 13. {§ Under man- 
agemt. of Am. Tel., the W. U. is for first time 
in many yrs. showing subst. growth. Intro- 
duct. of the Night Letter has incr. gross at 
rate of $5,000,000 per an. This yr. W. U. 


is expected to show gross $40,000,000, against 
$33,000,000 last yr., and with this incr. should 
show between 7 and 8% for stk. {[ For yr. to 
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June 30 W. U. earned $5,591,887, or 5.6%, on 
$09,817,000 stk. comp. with $5,614,856, or 
5.6%, in 1909, a slight decr. of $22,969. This 
$7,733,603 (present surp.) is real and not im- 
aginary, as the $18,867,462 before reported. 
Official of W. U. says: “We have had expert 
accountants carefully examine books and at 
their recommendation have cut every item of 
book val. for which there was not corres. phys- 
ical property. Co. had been growing stagnant 
and books contained a large accumu., which 
represented worn-out assets. They should 
have been chged. off long ago. The books 
to-day are clean and nothing carried that does 
not represent accurate appraisal of property or 
assets. It took courage to write $13,700,000 
surp. off the books, but the benefit of starting 
clean is too obvious.” 

Wheeling & Lake Erie.—Fisc. yr. end. 
June 30, 1910, gross oper. revenue $6,950,436, 
incr. over prev. yr. $1,316,792, or 23.37%, lar- 
gest since 1901. Oper. expen. made new rec- 
ord, being $4,776,053, incr. $575,336, or 13.7% 
over 1909. Oper. ratio 68.72%, comp. with 
79.64% in 1908. Net oper. revenue $2,174,382, 
incr. $741,455, or 52% over 1900, largest net 
since 1901. Total maintenance expend. for 
1910, $2,156,397, comp. with $1,998,933 in 1909, 
and $1,816,234 in 1908. Net, after all chgs., 
$537,450, largest since 1901, and very favorable 
comp. to intervening yrs. 

Wisconsin Central.—Co. reports for fisc. 
yr. gross $8,928,224, gain $1,433,800, comp. with 
prev. yr.; total inc. $3,087,046, gain of $653,- 
374. Balance for divs. $837,145 gain $380,102. 
After paymt. of div. surp. of $186,958 re- 
mained, decrease $10,259. Adjustmts. in capi- 
tal acct. to comply with law brought profit 
and loss surp. up to $2,246,834, increase $31, 
707. Balance sheet as of June 30 shows work- 
ing assets $6,149,818 and working liab. $88o,- 
236. Land departmt. profit and loss acct. 
shows bal. $729,900. Net incr. in funded debt 
during fisc. period $1,014,317. Total funded 
- oe 30 $37,248,932. (Controlled by Can. 

‘ac. 

















Technical Inquiries 


WE DO NOT GIVE ADVICE OR OPINIONS UPON SECURITIES OR PROBABLE 
MARKET MOVEMENTS, EXCEPT AS MAY BE IMPLIED IN THE “MARKET OUTLOOK’ 


OR THE “BARGAIN INDICATOR.” 


This department is to answer miscellancous questions in regard to the science of investment 
methods of operating, the customs of the markets, ete. Please write questions briefly and, if personal 
reply is desired, enclose stamped and self-addressed envelope, Address INQUIRY DEPARTMENT. 


Loans and ts. 
Can you tell me where I can get the tota! 
loans and deposits of all the national banks in 
the United States for the past ten years — 


CG 

In the Annual Report of the Comptroller 
of Currency, Washington, D. C. It is very 
likely that the Treasury Department will send 
you this report if you request it. If not, then 
ask your Congressman to have it sent to you. 


Trend Chart. 

R. B.—The trend chart to which you refer 
was explained in the early articles of Rollo 
Tape’s series entitled “Studies in Stock Spec. 
ulation,” which began November, 1909, and 
has continued to date. We can furnish you 
these back numbers at 25c. each, if desired. 
The six months from November, 1909, to 
April, 1910, constitute Volume V of Tue 
Ticker which we sell bound in cloth for $1.67 
postpaid. 








Bank Statements. 

What is the difference between the “Avei- 
age Statement” and the “Actual Statement” of 
the New York banks?—J. S. 

The statement of averages issued by New 
York banks is simply the average of each 
of the several items for six days from Satur- 
day one week to Friday of the next. The 
actual statement gives each of the items for 
Friday of each week. Either statement may 
be used in compiling statistics or drawing 
charts provided the same kind of statement is 
used throughout. 





Trading in American Stocks in London. 

A. H. L, London.—We presume you will 
find it difficult to get a broker who can al- 
ways be depended upon to attend the London 
Street Market as late as 8 p. m. London time. 
We believe you would get better results by 
dealing with a member of the New York 
Stock Exchange who has a branch house in 
London. However, you are likely to find 
thet the New York houses will expect you to 
deposit margin, as that is the regular New 
York method of doing business. Would sug- 
gest that you consult the London branch of 





Trend Chart for r 

In the January issue of Tue 
102, is a chart of 
20 stocks. 


} ICKER, page 
the daily average prices of 
I have continued this chart from 





December 2 to date, and I would like to ex- 
tend it back from September 9. Where are 
the daily figures most easily available?—W. T. 

You cannot get the necessary figures for 
computing the trend chart which you are now 
keeping without going through the files of 
some publication which gives daily high and 
low prices for each stock. You could make 
up a similar trend chart but not exactly the 
same, from Benton’s “Quotation Records.” 
These give the opening, high, low, close anc 
volume of sales daily, for most of the prin- 
cipal railroad and industrial stocks, but not 
for all the stocks included in the trend indi- 
cator which you are now keeping. For prices 
of bound volumes of these quotation records 
(which we can supply you) see the June 
TICKER, page 90, inquiry headed “Daily Quo- 
tations and Volumes.” 





Surplus Deposits. 

What is the difference between surplus de- 
posits and surplus reserves?—A. S. 

“Surplus deposits” is the surplus of de- 
posits over loans. Under ordinary circum- 
stances there will be such a surplus, but at 
times it falls to a deficit. The term surplus 
reserves has an entirely different meaning. 
New York banks are required by law to main- 
tain a cash reserve equal to 25 per cent. of 
their total deposits. Any excess in this amount 
of cash is called “surplus reserve.” Of course, 
deposits are not necessarily cash, but consist 
mostly of checks, notes, drafts, etc. Hence, a 
surplus of deposits over loans is an entirely 
different thing from a surplus of cash above 
reserve requirements. 


Bank of England Rate. 

What is meant by the Bank of England dis- 
count rate? How do changes in the rate af- 
fect the stock market?—A Susscriper. 

The Bank of England discount rate is sim- 
ply the rate of interest charged by that bank 
on loans. When the rate is raised, the effect 
is to contract the bank’s loans, and when the 
rate is lowered to extend them. The con- 
traction of loans gives the bank a larger per- 
centage of reserve compared with loans, and 
vice versa. The position of the bank is one 
of such influence that its discount rate ha; 
considerable effect in the open market in Lon- 
don, and, indeed, all over the world. Of 
course, the higher rate of interest increases 
the cost of carrying long stocks. This influ- 
ences many people to sell. 
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Figure Charts on Grain.- 

Can a reliable figure chart be made to cover 
trading in grain? If so, please give instruc- 
tions for constructing same.—C. C. 

A figure chart on wheat or corn would be 
constructed in exactly the same way as 4 
figure chart on one stock. Simply .follow ti 
instructions which have been given by “Rollo 
Tape” in the series “Studies in Stock Specu- 
lation,” using the full figures touched by the 
price of wheat or corn. The principles which 
apply are exactly the same as in the stock 
market, and we have no hesitation in saying 
that they will work equally well. 





Dow-Jones Averages. 

Would it not be just as satisfactory in re- 
cording the average price of ten railroad stocks 
to substitute therefore the Dow-Jones average 
of twenty railroad stocks? That is, for use 
on a chart to show the relative position of 
“surplus deposits” and stocks?—J. N. 

For the surplus deposit chart, we think the 
average of 20 rails would answer your pur- 
pose as well as anything. The disadvantages 
about the Dow-Jones averages is that they 
give you only closing prices for the day, and 
do not report the high or low. In some cases 
this makes quite a difference, but the differ 
ence would not be important for the purpose 
you mention. 





The Hide & Leather Slump. 

Recentiy I have been making small opera- 
tions in a different house than my larger opera- 
tions, and I would like to get another’s view 
upon a certain transaction. Here it is. I 
placed an order to purchase Hide & Leather 
pfd. at 30%, which on the tape was quoted 
31%, giving a stop order at same time for 
29%. The stock sold off. I purchased all right 
at 30%, but my stop was executed at 26%-- 
three points lower than my order. Now, it 
seems to me that something is wrong. Don't 
you think so?—C, J. ; 

On the day in question American Hide and 
Leather sold as follows just before and just 
after noon: 100 at 31%4; 100 at 30; 100 at 28; 
100 at 27%; 200 at 2734; 200 at 27%; 100 at 
27%; 300 at 26%. This constitutes what is 
called a running decline, and under the cir- 
cumstances we do not see how you could ex- 
pect to get out much better than 26%. 
specialist who bought your stock at that price 
was taking a great chance, as in view of the 
foregoing quotations he did not know but 
that the next sale might be at 25. Better let 
such stocks alone. 

In an active stock, where the bid and asked 
prices are only 4% or % apart, there is usually 
no difficulty in executing a stop loss order 
even for a ten share lot within a fraction of 
the price set for it, but in many inactive 
stocks the bid and asked prices may be two 
or more points apart, and the trading in odd 
lots is so small that the odd lot dealer will 
not accept a trade without some advantage 
over the price for roo share lots. 


Chesapeake & Ohio Maintenance. 

S. T—Of course you understand that the 
opinions expressed in “The Investment Di- 
gest” are not necessarily ours. They are 
quoted or condensed from other publications 
as listed at the beginning of the Digest. 

omg, “rae: & Ohio was so well maintained 
before Hawley bought control “of it, that it 
probably does not require at the present time 
as heavy expenditures for maintenance as 
Southern Railway for example. It would 
probably be impossible to decide whether the 
road is being properly maintained except by 
an expert examination of its roadbed and 
equipment. 





Advice to Beginner. 

What charts and other instructions wouid 
you advise a beginner to get starting out in 
the stock market?—E. H. 

The best advice we can give you is to read 
carefully all the back numbers of Tue Ticker. 
devoting special attention to the various ar- 
ticles by “Rollo Tape” in the series “Studiés 
in Stock Speculation.” You should also read 
Nelson’s “A B C of Stock Speculation,” price 
66 cents postpaid, and you should have fo~ 
reference “Money and Investments,” by Rol- 
lins, price $2.14 postpaid. Of course, many 
of the other books which we list would be 
helpful to you also. You should keep a trend 
indicator as explained in “Studies in Stock 
Speculation,” embracing at least ten active 
standard stocks; you may include more stocks 
in it if desired, but you can hardly get goud 
results with less than ten. You should either 
provide margin equal to half the price of the 
stock you trade in, or else use stop loss or- 
ders. At the start it would do no harm to 
do both. You should also make up or buy 
a chart of the stock you trade in for a period 
of at least one year previous to the time you 
begin trading. You will find these charts of 
the most active stocks in back numbers of 
Tue Ticker. We also have yearly chart books 
showing moves of about 75 standard stocks. 
Price for recent annual numbers $2.06 each, 
postpaid. 





Reserves of National Banks. 

On page devoted to “Essential Statistics,” in 
column showing “per cent. cash to deposits 
of all national banks,” what does the term 
“cash” include? I note it there stated that 
above-named percentage as shown by comp- 
troller’s call for March 29, 1910, was 15.9, 
whereas said report gave legui reserve held by 
all banks on that date as 21.21. Are not legal 
reserves cash?—W. C. 

A part of the legal reserves consists of de- 
posits in other banks. All national banks in 
New York, Chicago and St. Louis—which are 
known as “central reserve cities”—are re- 
quired by law to have on hand at all times in 
lawful money of the United States an amount 
equal at least to 25 cent. of the aggregate 
of their deposits. This is called “reserve.” 
National banks in 39 other prominent cities, 
which are known as “reserve cities,” while 
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compelled to maintain this 25 per cent., are 
permitted to deposit one-half of the amount 
with national banks in the “central reserve 
cities.” All national banks in the 
States other than those located in “central re- 
serve cities” or “reserve cities” (known as 
country banks) must maintain a “reserve” of 
15 per cent. of their deposits; but of this 
amount they may keep three-fifths on deposit 
in either the “reserve” or “central reserve 
cities.” 





Stock Averages. 

Mr. Frank Tubbs’ article in your September 
issue was most instructive. Does he use the 
same ten rails as given in “Studies in Stock 
Speculation,” issue of December, ’09? Doesn't 
he use any industrials? I use the Dow-Jones 
list (substituting G. N. pfd. for Ill. Cent. and 
U. S. Realty for U. S. Rubber pfd.). 

Why does Mr. Tubbs use $5,000,000 to a 
one point rise in his chart?—G. J. 

The stocks used by Mr. Tubbs for his ten 
rail average are as follows: Atchison, Cana- 
dian Pacific, St. Paul, Erie, Missouri Pacific, 
New York Central, Pennsylvania, Reading, 
Northern Pacific, and Union Pacific. 

We think you will get better results if you 
use an average composed entirely of standard 
railroad stocks or comprising both rails and 
industrials. Most of the operators we know 
who make use of those averages rely upon 
the railroad stocks, because the industrials 
are more erratic, and are more influenced by 
special conditions. The rubber industry may 
be affected by quite different conditions from 
those which influence the steel industry or 
the fertilizer industry. If you include indus- 
trial stocks in your averages, you should use 
a larger number of stocks—certainly as matiy 
as twenty, and probably the full Dow-Jones 
list would be best. We think, however, that 
ten sention rails would give you just as good 
results. 

Mr. Tubbs uses $5,000,000 to a point rise 
in the stock market averages merely as a 
matter of convenience, so as to bring the two 
lines somewhere near together on the chart. 


Using Bonds as Collateral. 

I would like to have a little information 
about the following: I expect, when the op- 
portunity presents itself, to purchase outright 
some good stocks. They do not seem to be 
cheap enough at present. At least I figure 
that I will be able to purchase them for less 
money in 4 to 8 months. Now I would like 
to know how I stand in the matter of making 
such purchases, either when low or in panic 
times, if I invest my money at present in some 
good listed or municipal bonds, the idea be- 
ing to put same up for collateral in purchasing 
the stocks when the right time comes. For 
instance, supposing I purchase Tidewater 6's 
(short term notes). If I put them up as col- 
lateral does the broker charge me with in- 
terest only on the difference between the full 
amount necessary to pay for the stock and 
the market value of these notes or bonds put 
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up? If so, I judge that what I would owe, 
and the amount on which I would be charged 
interest, would continually change according 
to any fluctuation in price of the bonds put 
up as collateral. Is this idea correct? Also, 
would I continue to receive any interest paid 
on my bonds put up as collateral? And would 
any interest so paid come into the broker's 
hands—that is, have to come through him? 
Another thing, does the broker himself ad 
vance the amount I am credited with when he 
has this collateral, or does he in turn put this 
collateral up with some bank to obtain the 
cash? I want if possible to get at some way 
in which I can invest now, and have ‘the 
money in such shape or have such collateral 
that I can buy stocks in time of low prices or 
panic, and not to put the money in trust com- 
panies on such small interest—N. W. 

There are two difficulties in buying high 
grade bonds with a view to using them as 
collateral margin in times of panic, on which 
to purchase stocks. In the first place, in’ the 
case of a severe panic, Stock Exchange houses 
may be unwilling to accept even the best .col- 
lateral, because of the extreme difficulty in 
borrowing money at such times. This objec- 
tion could perhaps be overcome by waiting 
until the most acute stage of the stringency 
was over, before making purchases of stocks. 
Prices might have rallied a little by that time, 
but you cannot expect, of course, to buy at 
the exact bottom. 

The second objection is that you cannot buy 
as many stocks with the same money invested 
in bonds as you could if the money were in 
a bank or a trust company, so that you could 
pay for your stocks by certified check.. The 
broker would give you a credit of perhaps 70 
per cent. or more of the value of your bonds. 
Thus, if you bought a $1,000 bond, you could 
purchase say seven shares of a stock selling 
at par, but if the $1,000 stood to your credit 
in a trust company, you could buy ten shares 
of stock. The probability is that your profits 
on the stock, if bought during a panic, would 
very much more than offset any loss of in- 
terest money which you suffered by keeping 
your funds in a trust company instead of in- 
vesting them in bonds. 

The broker charges you interest on the 
cost of your stocks—that is, the price you paid 
for them, regardless of subsequent fluctuations. 
The broker receives the interest on your 
bonds which he holds as collateral, and cred 
its it to your account. The broker usually re 
serves the right to put the bonds up as col 
lateral for his own loans at the banks, but he 
must have your written authority therefor. 


Chart of Deposits and Loans. 

I find it difficult to work out in chart form 
Deposits and Stock Prices as in F. H. Tubbs’ 
article in the September number, “The Long 
Look Ahead."—. ie 

Take the statement of New York Clearing 
House banks which is made public every Sat- 
urday and is published in most of the finan- 
cial papers and large dailies. 
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Find the difference between total deposits 
as given on that statement and total loans; 
draw a line across the middle of your chart 


to represent equality of deposits and loans. . 


Let the scale above that line represent exces; 
of deposits in millions, and the scale below 
that line excess of loans in millions. 

Use check ruled paper with lines about % inch 
apart running both ways. Let each space be- 
tween the horizontal lines represent $5,000,000. 
Let each vertical line represent one weekly 
bank statement; thus your scale up and down 
is based on millions of dollars, and your scale 
right and left represents time in intervals of 
one week. 

Then, if the difference between deposits 
and loans as above explained shows a surplus 
of deposits, make a dot on the vertical liue 
which represents that week, at a point which 
represents the difference, in millions, in ac- 
cordance with your horizontal lines. If the 
difference shows an excess of loans, your det 
will be below the zero line across the middle 
of your chart, at a distance corresponding to 
the number of millidns excess of loans. is 
will give you an irregular line across your 
chart which will show you at a glance the ex- 
cess of deposits or excess of loans for each 
date when the bank statement is made public. 

For the other line representing the average 
of stock prices, you can either use the Dow- 
Jones averages, which appear regularly in the 
Wall Street Journal, or you can figure ott 
averages for yourself as explained by “Rolio 
bi =A in Tue Ticker for December, 19009. 

ou can use the weekly statement of bank 
averages, or statement of actual conditions, 
as the two are made public at the same time. 
However, now that actual conditions are given 
weekly, it would seem to us best to use the 
actual statement, unless you wish to make a 
comparison with past years when the statement 
of averages only was made public. To corre- 
spond with Mr. Tubbs’ chart, however, you 
should use the average statement. 

This chart can also be constructed from the 
figures given under the heading “Per Cent 
Loans to Deposits, New York Clearing House 
Banks,” in “Essential Statistics” each month 
in Tue Trcxer. One hundred per cent. will 
be your zero line on the chart. The excess 
of deposits over loans is placed above this 
zero line. It would be well to let each line on 
your scale represent say .1 or .2 of 1 per cent., 
according to the distances between the lines 
on your paper. We think you would have no 
trouble in keeping a r ar monthly record 
by the aid of these figures. 


Watered Stock. 

As a subscriber to your magazine I am 
taking the liberty of asking you the follow- 
ing questions. If you are willing to answer 
them you will aid me in understanding why 
so much criticism is directed against certain 
corporations whose capitalization is claimed 
to contain “water.” 

(1) If a corporation is capitalized at $100,- 
000,000 whose assets figure only $50,000,000 
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does an investor get his “money’s worth” 
who buys at $50 per share? 

(2) If the investor buys into the same cor- 
poration at $75 per share and the stock is 
paying say 4% per cent., is he getting “value 
received” ? 

(3) Suppose the corporation is not paying 
any dividends, but the investor buys at 60, 70, 
80, or any figure when his judgment, after 
careful investigation, tells him the enterprise 
promises well for the future, does the “water” 
harm him? 

(4) If it is the intention of a corporation 
to enlarge its plants from the earnings, as 
the Steel Corporation has done, is it a short- 
sighted policy to capitalize it from the start 
at say $100,000,000 insteal of $50,000,000, 
which latter figure we will call the valuation 
at time of commencement of operations? 

(5) If a corporation pays 5, 6 or 7 per cent. 
through the enjoyment of privileges granted 
it by a municipal or state government, is its 
stock not worth close to par regardless of 
what its physical valuation may be? 

(6) Is not earning power a better gauge 
for the price of securities than an inventory 
of material assets? 

(7) From an investment as well as a spec- 
ulative point of view would not one prefer 
two shares of stock selling at $50 per share 
and paying 3 per cent., to one share at $100 
per share paying 6 per cent.?—G. M. 

(1) Yes. 

(2) Yes; provided the dividend is honestly 
earned, and is not excessive in view of the 
financial position and prospects of the com- 


any. 

(3) Not if his investigation is complete. 

(4) It is good policy so far as the interests 
of the corporation are concerned. Opinions 
differ as to whether it is good policy for the 
public to permit excessive capitalization of 
this kind. 

(5) Yes, provided its special privileges are 
permanent and secure. 

(6) Yes, in most cases. 

(7) We see no difference. 

The objection to the practice of issuing stock 
in excess of the fair value of the company’s 
property lies chiefly in the fact that the ma- 
jority of investors do not thoroughly investi- 
gate all the details of the corporation whose 
stock they purchase. If a share of stock hav- 
ing a par value of $100 has behind it only 
$25 of actual property, those who have not 
investigated are in some cases misled. They 
need not and should not be misled, but they 
are, because they do not take the pains to in- 
vestigate. 

Also, the general public is misled as to the 
amount which the corporation is really earn- 
ing on the investment. If, for example, a 
street railway company is earning 6 per cent. 
on its stock, that looks reasonable enough, and 
the public may continue or renew its franchise 
on the same basis; but if the stock has been 
watered so that the railway is really earning 
24 per cent. on the money actually invested, 
that would put a different face on the situa 
tion, 
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HE figures below give a complete view 
of the financial and industrial situ- 
ation. Under each head we give fig- 
ures for the Jatest month available, 


Essential Statistics Boiled Down 





for the preceding month (in some cases the 
preceding two months), and for the month 
corresponding to /atest figures in each column, 
for each of the four preceding years. 





Oct., 1910 


Sept., 1910 .... 


Aug., 1910 


Corres’g mo., ’ 
“ oe 


Sept., 1910 ....... 


Aug., 1910 


Corres’g mo., ’ 
“ “ 


Oct., 
Sept., 
Aug., 1910 
Corres'g mo., 








Ceti, NS 55. cee 
Sept., 1910 ...... 
rw a a ee 
orres’g mo., be} 

“ ity 'o7. 

o “ "06. 








Average Average PerCent. PerCent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
5% 4 25.9 102.1 sats ‘ie. $34.88 
5% 3% 27.2 99.0 16.5 106.8 34.83 
534 3% 28.0 97-6 2 ea 34.63 
5% 4 25.9 99.9 17.0 103.0 34.96 
4% 3 27.5 04.3 19.1 105.1 35.04 
7% 4% 25.4 105.3 16.2 _ 109.3 32.46 
6% 4% 25.9 102.0 14.9 103.1 33.08 
New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports. 
(000 omitted) (000 omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
$81,324 $11,361,667 $5,130,652 : Ex. $51,587 
9,500 11,508,403 5,046,135 Im. $9.668 Im. 3,563 
119,931 13,523,716 5,045,339 Ex. 3,879 Ex. 32,049 
50,021 11,100,187 4,317,704 Ex. 2, Ex. 41,206 
5,724 10,573,022 4,542,793 Ex. 1,373 Ex. 28,953 
106,161 12,513,065 4,199,233 Im. 7,375 Ex. 35,879 








* Figures not rec’d. Movement merely nominal. 











Produc- 
tion of 

Copper 

(Lbs. ) 


119,519,000 
127,803,000 
118,023,000 











U. S. Steel 
Co.’s 
Unfilled 
Tonnage. 


7,937,000 














— ——Crop Conditions ———— 


Spring 
Wheat. 


Bradst’s Gibson’s Whole- Produc’n Price 
Indexof Index sale of Pig of 
Commod- Costof Priceof Iron(in Copper 
ity Pes. Living. Pig Iron. Tons). (Cents). 
bs dots 112.8 SRE TSS 12.5 
$8.95 115.5 16.17 2,054,000 12.4 
8.85 115.7 16.22 2,106,000 12.5 
8.50 11.8 19.00 2,385,000 12.7 
720 105.9 16.75 1,418,000 13.3 
8. II1.9 20.40 2,183,000 13.1 
8.45 olek 24.00 1,960,000 21.2 
Net Building Business 
Surplus Operations, Failures, 
of Idle Twenty Total Winter 
Cars. Cities. Liabilities. Wheat. 
A i OT ESTE * 
50,729 $41,415,000 $15,933,000 
102,781 41,462,000 12,442,000 
12,546 48,720,000 8,446,000 
101,837 36,065,000 17,298,000 
he 33,644,000 18,935,000 
seas 43,866,000 6,256,000 


a 
63.1 
61.0 
88.6 
77.6 
77.1 


: _ 83.4 


* Gov. estimate total wheat yield 691,769,000 bu.; 





1909, 737,189,000. 


Cor 
80.3 
78.2 
79.3 
72.8 
778 
78.0 
90.1 


n. Cotton. 























The Market Outlook 


By G. C. SELDEN 


keep 2 weekly trend chart similar to 
that shown on page 251 of Tue Tick- 
ER for April, 1910, we give weekly 
high and low for the average price of 20 rails. 
Such a record is very convenient for the in- 
vestor and is but slight trouble to keep. The 


F the benefit of any who may wish to 


figures are tor weeks ending on the dates 

given, beginning from the low prices of 
July 26 

Jmy 30 Aug.6 .Aug.13 Aug.20 

High 110.7 110.8 113.7 115.5 

LOW scans 105.6 108.4 110.9 113.3 

Aug. 27 Sept.3 Sept.10 Sept. 17 

High i240. 112.5 3 111.3 1129 

Low 110.9 III.0 110.6 111.4 

Sept.24 Oct.t Oct.8 Obct.15 

Hints. Stes 113.4 114.7 115.2 117.7 

Low 112.1 113.6 1k4.3 115.6 

The following figure. chart completes the 


chart on page 108 of the July Ticker down to 


date given: 


Jun. Jun. July Aug. Oct. 
6 22 27 17 20 
119 
118 118 118 
117 117 117 
116 116 116 
115 115 115 115 
114 114 114 114 
113 113 Il3 113 113 
112 112 112 112 112 112 112 
int Itl Tir It 411 
110 110 110 
109 109 .109 
108 108 
107 107 
106 


It will be noticed that for a period of about 
one month, from August 20 to September 20, 
prices remained almost ata standstill. Busi- 
ness. fell to a low level and-the market became 
stagnant. From this point, prices. began to 
harden slowly until, from October 7th to 18th, 
the advance in prices was continuous without a 
single day’s reaction—something decidedly un- 
usual. The high point of. the averages was 
134.5 in August, 1909, and the low point 105.6 
in July, 1910. At this writing the market lacks 
only about two points of having recovered half 
the decline. A stubborn short interest has 


helped the bulls in engineering the advance. 
Crops.—Perhaps the most important of the 





underlying causes of this advance has been the 
kindness of nature to the corn crop. There 
has been practically no damage from frost, 
and the warm, dry weather has enabled the 
crop to mature under the best possible condi- 
tions. A 3,000,000,000 bu. yield is the result. 
This factor has been partially, but not entirely, 
offset by damage to cotton; but taking every- 
thing together, we may say that the crops for 
the year have turned out well. The increase 
in crop yields from year to year does not keep 
pace with the population, which will make it 
difficult for us to swell our exports to a figure 
which would restore our trade balance with 
Europe. However, commodity prices are soft- 
ening, as shown by the index numbers in our 
“Essential Statistics,” and September's agri- 
cultural exports were very large. 

Another consideration here is that at pres- 
ent prices farmers will not realize as much 
money from this year’s crops as from last 
year’s. We seem to be between the two horns 
of the dilemma—higher prices would increase 
the purchasing power of the farmers, but 
would lessen our exports, and thus eventually 
result in shipments of gold; lower prices would 
help our foreign trade position, but would de- 
crease the farmer’s purchases, 

The Bank Position—The condition : of 
the banks throughout the United States de- 
mands serious consideration. The ratio of 
loans to deposits of all national banks jumped 
from 103.2 for the Comptroller’s call of June 
30 to 106.8 for the call of September 1. We 
give below the general course of this ratio 
for some years, with the average price of 
twenty rails: 


Loans to Stock 
Date Deposits Date Prices 
Sept. 15, ‘02 103.3 Sept. 9, 'o2 129.4 High 
Nov. 25, 02 106.1 Jan. 9, ‘03 121.3 
Sept. 9, 03 111.2 Sept. 28, 03 888 Low 
Nov. 10, 04 103.2 Dec. 3, ‘04 110.5 
Jan. 20, 06 100.7 Jan. 22, 06 1384 High 
Apr. 6, ’°06 1050 May 3, ‘06 1203 
Nov. 12, 06 103.0 Dec. 11, 06 137.6 
Jan. 26, ’07 109.5 Feb. 16, '07 122.9 
Dec. 3, '07 110.7. Nov. 21, 07 81.4 Low 
Nov. 16, 09 101.4 Aug. 14, ‘09 134.5 High 
Jan. 31, "10 1014 Dec. 31, 09 1304 
Mar. 20, “10 104.5 
June 30,10 103.2 July 26, ’10 105.6 
Sept. 1, ’10 1068 Oct. 15, "10 117.7 


In general, a high ratio of loans eoteepenes 
fairly well with low stock prices, and a low 
ratio of loans with high stock prices. The 
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reason for this is, of course, simple enough. 
Wall Street 1s the great market for the coun- 
try’s surplus money. When such a surplus 
accumulates, the ratio of loans to deposits 
falls and the surplus finds its way to the Wall 
Street call money market, and easy money 
means high prices for stocks. But when the 
demand for loans throughout the country in- 
creases, the ratio of loans to deposits rises and 
the money is drawn out of Wall Street, caus- 
ing high money rates and low prices. 

To appreciate the full significance of this 
ratio it is necessary to consider how it comes 
about that loans rise above deposits. This is 
a point. rarely touched upon by financial wri- 
ters. All agree that a large excess of loans 
indicates unsound banking conditions, but they 
do not tell us just how or why. Even the wri- 
ter of the financial column of the Evening 
Post, who might justly be called the dean of 
the profession, refers to this excess as “an 
obscure phenomenon.” 

The obscurity, we take it, consists in the 
fact that a loan ordinarily results in an almost 
immediate deposit. If Tom Jones, of Kansas 
City, has to meet a note for $10,000 due Henry 
Smith, of St. Louis, and puts up collateral at 
his bank to get the money, he remits that 
amount to Smith, who promptly deposits it in 
his bank. The loan at Kansas City becomes 
a deposit at St. Louis. Even if Jones sends 
only $9,000 to St. Louis and uses the remain- 
ing $1,000 to settle bills with the plumber, au- 
tomobile repair shop, etc., it may be supposed 
that the plumber and the repair man take the 
money and deposit it in their bank accounts, 
or pay it over to somebody else who deposits 
it in his bank account. 

The real explanation of an increase in 
loans, as compared with deposits, is probably 
found in the more rapid circulation, so to 
speak, of deposits than of loans. For exam- 
ple, business men fail to make their usual 
profits. They consider this merely a tem- 
porary condition and borrow money to tide 
them over. When the loan becomes due they 
renew it. The loans stay out; but as soon as 
the business man makes a deposit in his bank, 
he immediately checks it out again to meet 
his pressing requirements—often he checks it 
out before it comes in, keeping his account 
overdrawn at the bank. There is such a lively 
demand for deposits that the checks are kept 
in the air, as it were; but the loans lie heavy 
as lead in the bankers’ books. 

Also, the urwillingness of national banks to 
loan money results in diverting loans to trust 
companies, State banks and private bankers. 
The latter usually have accounts with national 
banks, and often large surpluses there. When 
loans are thus diverted to outside agencies, 
such surpluses with the national banks are 
greatly reduced, thus lessening the total of 
national bank deposits without affecting loans. 

Recent New York bank statements illus- 


trate this process. The clearinghouse banks 
jumped from an excess of deposits of $17,000,- 
ooo September 3 to an excess of loans of some 
$25,000,000 October 15. To prevent a deficit 
in reserves they reduced loans about $42,000,- 
000 in three weeks; but at the same time de- 
posits shrunk over $67,000,000. Meanwhile 
the loans of trust companies and non-member 
banks increased $34,000,000 and their deposits 
increased practically the same amount. The 
process of transferring loans to the trust com- 
panies resulted in a much greater shrinkage 
of deposits than of loans, presumably because 
additional new loans were refused by the 
banks and made by the trust companies, thus 
drawing down the trust companies’ deposits 
with the banks. The ratio of loans to de- 
posits for the New York clearinghouse banks 
is NOW 102.1. 

This whole condition is, in the last analysis, 
a result of falling prices for commodities, or 
an increase in the cost of doing business. All 
merchants and manufacturers carry a stock of 
goods on hand. When prices fall, they are 
losing money on these goods. Their profits 
are being cut down proportionally. Likewise, 
if their expenses increase, their profits are rel- 
atively smaller. They therefore increase their 
loans, and decrease their deposits with their 
banks, and the bank returns merely reflect 
from the other side this undesirable condition 
of affairs. 

With these principles in mind, it is easy to 
see why a sharp rise in the ratio of loans to 
deposits—as shown above in Nov., 1902; Jan., 
1907, and March, 1910—is followed by declin- 
ing prices for stocks. The stock market runs 
out of its fuel—money—so the speculative fire 
soon dies down. 

The ratios 111.2 for September, 1903, and 
110.7. for December, 1907, represented, of 
course, panic conditions. Aside from those 
two instances, it will be noticed that January, 
1907, is the only time during the years cov- 
ered by the table when this ratio has been as 
high as the figure of 106.8 shown by the 
Comptroller’s last report. 

Sur —We have discussed the bank 
position fully because it seems to us to be the 
most important factor in the present situation. 
If general business throughout the country 
continues to contract and if the stoek market 
declines or remains inert, severe stringency in 
the money inarket will probably be avoided; 
but there is vo room for a big bull speculation 
in stocks until bank loans can be reduced to 
normal figures. Traders in close touch with 
the market may follow prices more or less suc- 
cessfully on a movement which is dependent 
on temporary considerations and is running 
contrary to fundamental conditions, but we 
believe the investor for the long pull should 
avoid buying on advances which may prove to 
be of a more or less fictitious character. 

Oct. 20, 1910. 





